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Chapter  1 


INTRODUCTION 


Considering  its  broad  scope  and  hearing  on  the 
economic  well  being  and  security  of  the  U.S.  [United 
States],  its  friends,  and  allies,  it  is  especially 
important  at  this  time  in  our  history  that  the  IKS 
[Foreign  Military  Sales]  program  be  allowed  to  find 
its  constituency  equilibrium  level  while  being 
effectively  controlled  by  the  Department  of ‘State 
and  efficiently  managed  by  the  Department  of  Defense 
[DOD] .  For  if  we  lose  such  a  program  through  the 
inability  to  adjust  politically,  apply  effective 
policy,  or  manage  operations,  we  would  surely  abro¬ 
gate  an  important  world  leadership  responsibility 

[11:64-65]. 

Arms  transfers  have  become  big  business  m  every 
sense  of  the  word.  Rising  in  exponential  fashion  from  the 
inception  of  grant  aid  following  world  war  II,  sales  from 
1950-1976  amounted  to  $56-9  billion.  Tet  even  that  figure 
pales  when  compared  to  the  $11.3  and  $13.2  billion  that  was 
sold  during  1977  and  1978,  respectively  (34-).  With  this 
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Reference  to  "arms  transfers",  unless  otherwise 
specified,  include  the  following: 

— governmental  transfers,  whether  by  grant  or  sale, 
of  goods  and  services  to  the  armed  forces  of  foreign  coun¬ 
tries; 

— international  commercial  transfers  of  articles 
designed,  modified  or  adapted  for  military  use  (including 
components)  and  related  technical  data;  and 

— international  transfers ,  either  through  govern¬ 
mental  or  commercial  channels  ,  of  data,  know-how  and 
technical  assistance  for  the  production  of  military  equip¬ 
ment  (40: 7). 


increased  dollar  value  has  come  a  concomitant  rise  in  the 
complexity  of  the  individual  MS  cases.  Prom  the  simple 
modus  operand!  symbolized  by  the  executive  agreement 
between  President  Roosevelt  and  Prime  Minister  Churchill  in 
194-0  which  transferred  50  aging  destroyers  to  Great  Britain 
in  exchange  for  99  year  leases  on  certain  British  terri¬ 
tories  (35:2),  we  have  evolved  to  a  more  intricate  metho¬ 
dology  involving  practically  all  levels  of  the  Pederal 
government  in  sales  of  our  most  sophisticated  and  expensive 
weaponry.  The  advent  of  coproduction,  codevelopment  and 
accompanying  offset  arrangements  has  only  added  to  the 
intricacy. 

This  escalation  of  activity  has  not  gone  unnoticed. 
The  sheer  dollar  volume  of  the  program,  as  well  as  its 
recent  expansion  into  some  sensitive  centers  of  power — 

Iran,  Israel,  Saudi  Arabia,  Bgypt — have  brought  arms 
transfers  heightened  international  visibility.  In  the  U.S. , 
the  frequent  utilization  of  BMS  as  an  instrument  of  foreign 
policy  has  increased  the  attention  of  Congress  and  the 
President.  Congress,  for  its  part,  culminated  a  long  line 
of  legislative  enactments  in  this  area  with  the  Inter¬ 
national  Security  Assistance  Arms  Sxport  Control  Act  of 
1976.  This  legislation,  designed  to  give  Congress  better 
control  of  the  MS  process,  required  that  sales  of  articles 
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and  services  totaling  525  million  or  more,  or  defense  equip¬ 
ment  of  $7  million  or  more,  must  be  submitted  to  Congress 
for  approval  (48).  The  practical  effects  of  this  Act  were 
to  involve  Congress  in  the  very  minutiae  of  the  IKS  process 
as  hundreds  of  individual  transactions  each  year  would  be 

presented  to  Congress  before  contracts  could  be  signed  or 

o 

export  licenses  issued. 

Meanwhile ,  President  Jimmy  Carter  announced  his  own 
philosophy  on  arms  transfers.  In  a  major  address  on  19  Kay 
1977,  President  Carter  declared  that  in  the  future  "the 
burden  of  persuasion  will  be  on  those  who  favor  a  particular 
arms  sale  rather  than  those  who  oppose  it  [71."  Henceforth, 
the  President  continued,  the  U.3.  would  regard  arms  trans¬ 
fers  as 

...  an  exceptional  foreign  policy  implement 
to  be  used  only  in  instances  where  it  can  be  clearly 
demonstrated  that  the  transfer  contributes  ~o  our 
national  security  interests  [36:1]. 

Paradoxically,  in  the  four  months  subsequent  to  his  state¬ 
ment,  the  Carter  administration  transmitted  45  arms  sale 
notifications  to  Congress  involving  18  separate  countries, 
and  goods  and  services  worth  over  $4.1  billion  (4:iii).  It 
might  well  be  argued  that  this  flurry  of  action  represented 


p 

“This  system,  as  one  study  has  claimed,  buries  Con¬ 
gress  in  the  nuts  and  bolts  of  administration  rather  than 
permitting  it  to  focus  on  broad  policy  choices  (40:26). 
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transactions  that  were  well  along  before  his  administration 
and  could  not  be  halted  without  severe  diplomatic  repercus¬ 
sions-  Yet  the  confusion  over  U.3.  arms  sales  continues  as 
evidenced  by  the  1973  Gamp  David  Middle  Zast  peace  initia¬ 
tive  which  was  sealed  with  a  record  $4.8  billion  arms  pack¬ 
age,  ail  this  by  a  President  who  insisted  that  the  world's 
largest  arms  seller  could  not  be  the  leading  champion  of 
peace  (13:60).  What  all  this  implies,  in  the  final  analysis, 
is  that  arms  sales  will  continue  to  play  a  substantial  role 
in  supporting  U.S.  foreign  policy  and  national  security 
objectives. 

Statement  of  the  Problem 

Within  this  increasingly  critical  environment,  it  is 
mandatory  that  the  DGD  acquisition  community  understand  the 
importance  of  properly  administered  IMS.  And,  as  the  docu¬ 
ment  which  actually  defines  the  terms  and  conditions  for 
these  sales,  the  U.S.  Department  of  Defense  Letter  of  Offer 
and  Acceptance  (LOA)  demands  much  of  the  attention.  Ihere 
is  a  need,  therefore,  to  document  and  analyze  the  dynamics 
of  customer-contractor-u.S.  government  interactions  in  the 
preparation  and  presentation  of  the  LOA.  Phis  research 
proposes  to  examine  that  interplay  with  regard  to  the  *9?6 
sale  of  160  P-1 6s  to  Iran,  code  named  PSAC2  IZ3PA. 
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Unfortunately,  the  perspective  on  this  sale  has  been 
distorted  by  the  recent  chain  of  events  in  Iran  which  led  to 
the  overthrow  of  Shah  Mohammed  Hija  Pahlevi  and  the  subse¬ 
quent  cancellation  of  the  P-16  sale  by  the  new  government. 
Although  Iran  was  suffering  from  internal  unrest  during  the 
time  of  thesis  topic  selection  and  initial  research,  the 
severity  of  what  transpired  was  a  surprise,  not  only  to  the 
authors,  but  also  to  many  others  more  informed  than  us.  Por 
example,  as  late  as  August  1978,  a  Central  Intelligence 
Agency  (CIA)  estimate  flatly  stated  that  "Iran  is  not  in  a 
revolutionary,  or  even  a  'prerevolutionary'  situation 

[53:97:." 

Nevertheless ,  the  sales  cancellation  in  no  way 
detracts  from  the  utility  of  the  topic.  The  sale  occurred 
in  the  1975-77  timeframe  when  Iran  was,  in  President  Carter's 
words ,  "one  of  our  most  important  bases  on  which  our  entire 
foreign  policy  depends  [47:36 I."  It  is  within  that  context 
that  the  reader  is  asked  to  consider  the  pages  that  follow. 

If  in  creating  the  historical  moment  as  it  existed,  we  can 
see  the  events  as  they  were  seen  and  dealt  with  by  others, 
then  this  study  will  be  all  the  more  meaningful. 

Justification 

The  attraction  of  this  area  and  justification  for 
research  were  provided  by  the  timely  confluence  of  three 
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factors.  First ,  given  this  increased,  profile  of  MS,  it 
might  be  expected  that  considerable  attention  would  focus 
on  the  LOA,  as  the  "operations  order”  of  every  MS  sale, 
serving  as  the  basis  for  agreement  on  what  types  of  items 
are  included,  when  and  where  tasks  are  to  be  performed,  and 
how  much  money  is  involved,  the  LOA  is  a  uniquely  powerful 
document.  Yet  surprisingly,  the  first — and  only — analysis 
and  synthesis  of  LOA  methodology  encountered  was  done  by 
Captain  Robert  Materna  in  1976  (24).  In  this  study,  he 
cited  several  recurring  problem  factors  that  existed  in 
implementing  and  supporting  United  States  Air  Force  (USAF) 
major  weapon  system  package  sales.  But  his  effort  was 
necessarily  a  conceptual  one,  and  there  exists  a  need  to 
examine  these  factors  in  a  specific  case  environment. 

The  second  factor  was  the  involvement  of  the  F-*S. 
The  extraordinary  magnitude  of  the  F-16  program,  particu¬ 
larly  its  ambitious  FKS  dimension,  poses  tremendous  manage¬ 
ment  challenges.  Chief  among  those  challenges  is  logis¬ 
tical  support ,  with  problems  certain  to  arise  as  the  USAF 
attempts  to  meet  several  different  delivery  schedules  (20). 
Hence  the  negotiations  of  the  PEACE  ZEBRA  LOA  are  of 
interest  as  a  case  study  of  how  USAF  program  managers 
attempted  to  balance  the  competing  operational  requirements 
of  individual  sovereign  air  forces  to  achieve  maximum,  col¬ 
lective  mission  readiness. 
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The  final  factor  which  lent  interest  to  this  study 
was  the  country  of  Iran.  Blessed  with  rich  oil  resources 
and  situated  as  both  a  strategic  buffer  against  Soviet 
ambitions  in  the  Mideast/South  Asia  and  as  an  impediment  to 
the  Soviet  Union's  historic  desire  for  a  warm  water  port, 
Iran  had  become  an  increasingly  important  actor  on  the 
international  stage.  Because  of  that  heightened  stature, 
Iran  also  enjoyed  a  special  status  with  the  U.S.  that 
proved  very  influential  during  the  sales  negotiations. 

Thus ,  one  cannot  fully  understand  the  PEACE  ZEBRA  story 
without  comprehending  the  significance  of  Iran  in  America's 
national  security  at  the  time  of  the  sale. 

The  letter  of  offer  and  acceptance.  One  of  the  most  complex 
and  unique  processes  in  the  Air  Porce  is  that  of  planning 
and  implementing  an  PTiS.  When  foreign  countries  buy  a  major 
weapon  system  from  the  U.S.  Government  (USG) ,  an  LOA  must  be 
prepared.  The  preparation  of  the  LOA  is  very  important  as 
it  is  the  instrument  which  ties  the  entire  EiS  cycle 
together. 

The  sequence  for  the  LOA  preparation  follows  (24: 
Ch.3).  Pirst ,  a  customer's  request  must  have  the  approval 
of  the  State  Department.  Once  received  by  the  appropriate 
LOD  agency,  the  request  is  then  evaluated  to  ensure  that 
the  proper  information  is  included  (i.e.,  quantity, 
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configuration,  delivery  schedule,  operationai/maintenance/ 
supply  concept,  etc.)  prior  to  processing  C 52 : p — 3 ) .  Next, 
a  case  designator  is  assigned  and  a  request  is  sent  to  the 
appropriate  agencies  for  a  Price  and  Availability  (PSA.) 
study.  PSA  data  are  an  estimate  of  costs  and  delivery  times 
that  are  incorporated  into  the  LCA  (p2:p.4—2).  Continuing 
this  sequence  of  the  LOA  process ,  the  appropriate  Major 
Commands  (KAJCOM)  and  implementing  agencies  prepare  the  PSA. 
data  and  send  them  to  Headquarters  United  States  Air  Porce 
(HQ,  USAP).  The  Air  Staff  then  draws  up  the  actual  LOA  sub¬ 
mitting  it  for  Congressional  review  as  required  by  the 
International  Security  Assistance  Arms  Hxporf  Control  Act  of 
^97*5  (34-;  ) .  Cnee  approved,  if  is  signed  and  becomes  a 

Letter  of  Offer. 

The  Letter  of  Offer  is  now  sent  to  the  purchasing 

Z 

country  for  review  and  signature.  HQ  USAP  then  issues  the 
case  and  transmits  it  and  the  obligational  authority 
received  from  the  Security  Assistance  Accounting  Center  to 
the  implementing  1SAP  agency  so  work  can  begin  on  the  actual 
furnishing  of  equipment  and  services.  This  completes  the 
basic  LCA  preparation  sequence. 


'After  the  customer  signs  the  document,  if  is 
officially  known  as  the  LCA. 
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'Tiie  importance  of  the  LOA  as  an  integrating  mecha¬ 
nism  in  the  5TiS  cycle  cannot  be  overemphasized.  It  is  the 
contract  that  obligates  both  the  U3G  and  the  purchasing 
foreign  government  and  serves  as  the  basis  for  agreement 
between  the  two  on  exactly  what  materials  and  services  are 
provided,  when  and  where  they  will  be  delivered  and  for  how 
much.  But  the  complex  preparation  process  for  the  LOA, 
coupled  with  the  short  preparation  time  (maximum  processing 
time  is  sixty  (60)  days  (50:D— 1)  have  caused  numerous  manage¬ 
ment  problems  (24:87,147). 

The  first  synthesis  of  LOA  methodology  into  one 
document  was  accomplished  in  a  thesis  done  by  Captain 
Robert  L.  Hatema,  USA?  (24).  In  this  exploratory  study, 
several  selected  factors  were  reviewed  and  analyzed  to 
provide  some  insight  into  the  complex  issues  associated  with 
preparing  an  LOA.  Twelve  factors  were  identified,  and  of 
these,  four  were  singled  out  as  causes  of  the  most  recurring 
problems  (24:144).  The  first,  initial  planning  during  the 
preparation  of  the  Offer  and  Acceptance,  caused  a  greater 
number  of  recurring  problems  than  any  of  the  other  factors 
reviewed  (24:181). 

...  it  can  be  stated  with  confidence  that  if 
thorough  planning  is  not  conducted  at  the  very 
beginning  of  the  program  ail  subsequent  activities 
related  to  the  sale  will  be  affected  (24:1451. 

The  next  most  important  factor  was  the  lead  time  for  the 

Q 
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determination  of  accurate  ?e.-A  data  which  involved  a  trade 
off  "between  timeliness  and  accuracy.  While  high  cost  esti¬ 
mate  reliability  is  usually  insisted  upon,  the  demand  is 
often  mitigated  by  a  concurrent  request  for  a  minimum  proces¬ 
sing  rime  (14).  The  third  factor  was  the  lack  of  early 
HAJCCTI  involvement  during  the  planning  and  coordination  of 
a  sale,  The  inclusion  of  the  KAJCCK  program  managers  during 
the  initial  planning  of  the  LOA  is  crucial  no  success  in  she 
implementation  and  support  stages  of  the  sale  (19:'145.'i  'The 
final  factor  identified  was  that  of  coordination  during  the 
actual  preparation  of  the  Offer  and  Acceptance,  subsequent 
to  the  initial  planning  of  a  sale.  This  stage  involves  the 
identification,  coordination,  and  performance  of  responsi¬ 
bilities  among  the  implementing  agencies  during  the  drawing 
up  of  the  3D  ?orm  15""  3  (LOA)  (2-: 145-145) . 

The  knowledge  about  the  complex  process  involved  in 
1TIS  sales  is  still  in  the  building  stage.  Hence  there  is  a 
definite  need  for  further  study  on  one  of  the  most  important 
parts  o f  that  process,  the  LOA.  Therefore,  one  objective  of 
this  research  is  to  further  develop  and  refine  the  ideas  and 
problem  factors  identified  by  Hatema  and  thus  add  to  the 
body  of  knowledge  about  the  5TLS  process.  This  will  be  done 
by  further  examining  and  attempting  to  validate  Catena's 
factors  in  a  case  study,  the  sale  of  ?-15s  to  Tran. 


P-16  considerations.  Phe  P-16  program,  offers  a  useful 
example  of  the  expansive  nature  and  growing  complexity  of 
the  U.S.  PMS  program.  Selected  to  complement  the  air 
superiority  features  of  the  P-15  and  ~o  ensure  U.S.  air 
supremacy  in  any  conflict,  the  P-16  program  was  expanded 
rapidly  and  dramatically  hy  the  inclusion  of  a  Jh8  air¬ 
craft  sale  to  the  European  Participating  Governments  (SPG) 
consortium  and  the  subsequent  deal  with  Iran. 

It  was  this  tremendous  program  concurrency  chat 
worried  Air  Porce  planning  officials ,  particularly  those 
charged  with 'logistical  support  (20).  Specifically,  with 
the  Iranian  sales  agreement,  and  the  delivery  schedules 
established  in  "SAP  planning  documents  and  the  P-16  femo- 
randum  of  Understanding  with  the  PPG,  the  P-^S  System 
Program  Office  (SPC)  faced  a  rapid  buildup  that  included 
basing  at  eight  different  locations  in  sire  countries  in  24- 
months  (5  7). 

A  portion  of  the  initial  in-country  PPACS  Z555A 
briefing  presented  ro  the  Iranians  in  September  1975 
emphasized  the  unprecedented  nature  of  ?-'"5  PMS  sales  by 
drawing  a  comparison  between  the  P-4  and  the  P-16  in  num¬ 
bers  of  countries,  aircraft  and  percentage  of  USAP  involve¬ 
ment.  lable  1  depicts  this  relationship  (57).  Uote  that 


si 
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the  ?-4  was  in  the  Air  Porce  inventory  for  four  years  before 
any  aircraft  was  part  of  a  Security  Assistance  Program.. 

Since  that  time,  eight  countries  have  purchased  729  aircraft 
with  much  of  the  USAP's  success  in  supporting  these  planes 
due  to  the  ability  to  draw  on  the  experience  gained  and  the 
established  buffer  stock  available  in  the  USA?  inventory 
(37)*  Compare  that  to  the  P-16  program.  Two  years  after 
activation,  six  different  countries  were  scheduled  zo  have 
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?-16s  with  no  buffer  stock,  no  support  base,  and  very 
little  operational  experience. 

It  has  been  said  that  no  modem  fighter  program 
faces  the  potential  early  support  problems  posed  by  the  ?-'!5 
deployment  schedule  (20)  and  this  potential  over-extension 
adds  further  interest  and  importance  to  an  examination  of 
the  Iranian  sale. 

Iran's  position  of  strength.  The  final  factor  which  lent 
impact  to  this  study  was  the  country  of  Iran  itself.-7  Iran 


Sven  with  the  cancellation  of  the  Iranian  sale, 
recent  commitments  to  Israel  will  maintain  this  level  of 
concurrency. 

5 

vigain,  the  reader  is  urged  to  exercise  a  form  of 
historical  displacement  and  recall  that  the  operating 
assumptions  under  which  this  sale  was  negotiated  are  dras¬ 
tically  different  from  those  existing  today.  What  follows 
recreates  the  situation  as  it  existed  then. 
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had  always  been  an  important  geo-political  entity.  Situated 
astride  the  great  land  bridge  between  Purope,  Asia,  and 
Africa,  ancient  Iran  was  consistently  in  the  mainstream  of 
history.  Sven  in  1976-1977,  although  occupying  considerably 
less  territory  than  during  its  Persian  days  of  power,  Iran 
was  an  important  world  power. 

Iran's  importance  to  the  TJ.S.  was  based  on  political, 
military,  and  economic  factors,  all  of  which  contributed  to 
the  strong  bargaining  position  Iran  enjoyed  throughout  the 
P-16  discussions.  An  examination  of  those  factors  will 
better  define  the  genesis  of  this  "negotiating  imperative." 

It  is  significant  that  eight  consecutive  adminis¬ 
trations,  from  Truman  to  Carter,  have  concluded  that  support 
of  Iran's  security  was  in  America's  national  interest  (3). 
This  support  first  manifested  itself  in  1953  when  the  CIA 
helped  the  Shah  return  to  the  Iranian  throne  after  a  brief 
flight  abroad  because  of  a  confrontation  with  a  political 
enemy  (33:95)-  The  American  commitment  increased  substan¬ 
tially  in  1968  when  3ritain  decided  to  withdraw  its  forces 
from  the  Persian  Gulf  (19:3). 

But  the  most  dramatic  display  of  U.S. -Iranian 
solidarity  occurred  during  the  Nixon  administration.  Upon 
reviewing  a  study  on  the  effects  of  the  3ritish  withdrawal 
from  the  Gulf,  President  Nixon  opted  for  "regional  cooper¬ 
ation"  based  on  the  twin  pillars  of  Iran  and  Saudi  Arabia 


(33:94).  In  implementing  this  policy,  Hr.  Nixon  made 
several  personal  assurances  to  the  Shah  that  he  could  have 
"virtually  any  military  or  intelligence  support  he  asked 
for  [25:28]."  This  decision  to  sell  Iran  practically  any 
weapon  system  it  wanted  was  unprecedented  for  a  nonindus¬ 
trial  country  and,  to  one  observer  "effectively  exempted 
those  sales  [to  Iran]  from  the  normal  arms  sales  decision¬ 
making  processes  in  the  State  and  Defense  Departments 
[35:18]." 

Militarily  and  strategically,  Iran  also  loomed 
large  during  this  period  for  several  reasons.  Pirst , 
because  of  its  1250  mile  border  with  the  Soviet  Union,  Iran 
served  as  a  critical  check  and  balance  against  the  spread 
of  Communist  influence  into  the  Near  last  and  Indian  Ocean 
(23:26).  This  "buffer"  role  should  not  be  underestimated. 
Subsequent  to  the  1978  upheavals  in  Iran,  when  many  obser¬ 
vers  were  concerned  about  possible  oil  shortages ,  Ihergy 
Secretary  James  Schlesinger  observed  that  the  geo-political 
consequences  of  the  Iranian  events — sharing  a  common  border 
and  feeling  the  pressure  of  Soviet  encroachment  in  other 
nations — "undoubtedly  exceeded  in  importance"  the  impact  on 
America's  energy  needs  (33:95)«  Second,  Iran's  willingness 
to  utilize  its  military  resources  to  support  the  status  quo 
throughout  the  Persian  (Julf  was  in  consonance  with  the 
Nixon  doctrine  which  asked  U.S.  allies  to  shoulder  more  of 
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the  burden  for  their  defense.  In  this  way,  American  policy 
in  the  vital  Gulf  area  was  extended  without  any  need  for 
direct  U.S.  intervention  (3:336). 

At  least  as  important  as  the  political  and  military 
considerations  was  the  economic  factor.  Iran's  inter¬ 
national  leverage  in  this  area  came  primarily,  of  course, 
from  its  oil.  As  a  frequent  observer  of  Iranian  diplomacy 
has  noted: 

Ihe  growing  significance  of  the  Gulf  in  Iran's 
foreign  policy  is  directly  related  to  several  salient 
features  of  political,  economic,  strategic  interest 
which  foreign  policy  seeks  to  promote  and  protect. 
Undoubtedly  at  the  heart  of  this  complex  of  interests 
lies  oil  [53:346:. 

And  it  is  a  potent  instrument  of  foreign  policy.  Ihe  Gulf 
area  contains  approximately  70  percent  of  the  known  oil 
reserves  of  the  Pree  World  and  currently  produces  abour  30 
percent  of  the  Pree  World's  annual  oil  supply.  Moreover, 
Japan  depends  upon  the  Gulf  oil  for  about  85  percent  of  its 
internal  consumption,  Italy  for  85  percent,  West  Germany  for 
60  percent,  Prance  for  over  50  percent,  and  rhe  U.S.  for 
over  11  percent  (19:2). 

Iran  has  been  particularly  dexterous  in  the  use  of 
its  oil  policy.  Por  example,  she  consistently  opposed  the 
use  of  oil  as  a  political  weapon  in  the  Arab-Israeli  con¬ 
text  and  refused  to  curtail  the  flow  of  oil  to  the  U.S. 
and  West  Germany  during  the  Arab  oil  boycott  in  che  1973 
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Arab-Israeli  War.  Conversely,  Iran  sometimes  supported 
increases  in.  the  price  of  oil  over  U.S.  protestations 
(■’5:56). 

Other  economic  interests  tied  the  U.S.  and  Iran. 

■The  $14  billion  paid  by  Iran  to  the  U.S.  since  1972  for 
military  goods  was  a  significant  offset  to  this  country's 
balance-of-payments  deficit.  Additionally ,  hundreds  of 
American  banks  and  businesses  were  involved  in  Iran  (8:557). 

Thus,  it  is  against  this  historical  backdrop  that 
the  PEACE  ZEBRA  sale  must  be  considered.  The  U.S.  held 
significant  interests  in  Iran  at  that  time,  and  the  resul¬ 
ting  leverage  this  provided  Iran  during  the  P-16  negotiations 
was  a  key  element  in  this  story. 


Objectives  of  the  Study 

1.  To  contribute  an  analysis  of  a  major  weapon 
system  arms  sale  to  the  international  logistics  body* of 
knowl edge . 

2.  To  examine  the  actual  mechanics  of  the  EGA 
procedure  by  initially  using  the  selected  factors  outlined 
by  Katema  (24): 

a.  initial  planning  during  the  preparation 
of  the  Offer  and  Acceptance. 

b.  early  EAJCCil  involvement  during  the  plan¬ 
ning  and  coordination  of  a  sale. 

c.  coordination  during  the  preparation  of  the 
Offer  and  Acceptance  subsequent  to  the  initial  planning  of 
a  sale. 

d.  lead  time  for  the  determination  of  accurate 
Price  and  Availability  data. 

3.  To  document:  successes  and  failures  of  the  PEACE 
ZEBRA  LCA  methodology  for  future  arms  sales. 
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8d  ad  acccm- 


Research  Questions 

'The  following  questions  were  direct 
plishing  the  objectives  of  the  research: 

1 .  What  was  the  historical  background  of  PEACE 

ZEBRA? 

2.  How  did  PEACE  ZEBRA  fit  into  the  RMS  process? 

3.  Were  the  four  major  problem  factors  identified 
by  Matema  present  during  the  implementation  of  the  PEACE 
ZEBRA  BOA?  Were  any  others  present? 

4.  Extrapolating  from  the  PEACE  ZEBRA  experience, 
can  any  recommendations  be  made  that  will  assist  future  ZiS 
practitioners? 

Research  Methodology 

Given  the  objectives  of  this  study,  the  method  of 
collecting  end  analyzing  data  used  to  achieve  the  research 
objectives  and  answer  the  research  questions  will  be  out¬ 
lined.  First  to  be  presented  is  the  data  collection  p_an 
which  describes  the  Information  gathered  and  the  sources  of 
that  information.  3Text  is  the  research  design  which  was 
the  approach  used  to  collect  and  analyze  the  information 
identified  In  the  data  collection  plan.  Finally,  an  over¬ 
view  of  the  rest  of  this  research  report  is  Included. 

Data  collection  plan.  There  were  several  types  of  quali¬ 
tative  information  readily  available  which  were  pertinent 
to  answering  the  research  questions  and  objectives. 
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publication  provided  a  concise  summary  of  Congressional 
hearings  dealing  with  the  PEACE  ZEBRA  sale. 


Next ,  the  uniqueness  of  PEACE  ZEBRA  was  a  result  of 
two  particular  factors.  Pirst  was  Iran  and  our  relationship 
with  her  at  the  tine  of  the  sale.  Sources  of  information  on 
Iran  were  found  in  government  publications ,  ’unpublished 
research  papers,  the  Area  Handbook  for  Iran  and  various 
books.  Numerous  magazine  and  newspaper  articles  also 
chronicled  recent  developments  there.  Ihe  second  facrcr  was 
the  P-16  program  with  its  multi-national  complexities.  Ihe 
main  source  documents  for  the  P-'1£  program  were  located  in 
the  P-1 5  SPG.  Also  used  were  ’unpublished  research  papers 
and  interviews  with  SPG  personnel. 

In  addition,  the  LCA  and  its  concerns  and  role  in 
the  PK3  cycle  were  a  vital  part  of  she  information  needed 
to  answer  the  research  questions.  Ihe  principle  sources 
for  data  on  the  LOA  process  were  the  various  Milicarv 


manuals  and  regulations ,  including  the  Miiicarv  Assistau 
and  Sales  Nanuai  (HASP)  and  APM  hOC-5  entitled  Poreim 


Mllitary  Sales,  Captain  Natema’s  thesis,  noses  f 
International  Logistics  Overview  course,  taught  a 


.2'orce  institute  of  Technology  (AjIT),  and  other  p 
tions  or  reports  dealing  with  International  Logis 


finally,  data  on  the  actual  LOA  preparation  and 


sale  of  ?-16s  to  Iran  had  to  he  collected.  The  sources  of 
this  information  include  various  P-16  program  documents  such 
as  the  P-16  IKS  Master  Plan,  team  trip  reports  for  "both  the 
Presentation  and  Weapon  System  Planning  Teams ,  early  PEACE 
ZEBPA.  correspondence  and  contractor  documents.  Other 
important  information  on  the  actual  sale  was  collected 
from  the  individuals  involved.  Their  experience  and  know¬ 
ledge  were  invaluable  in  completing  the  data  collection.  Most 
of  the  interviewees  were  members  of  three  organisations : 
the  P-16  SPO,  and  Air  Porce  Logistics  Command  (APEC),  both 
located  at  Vright-Patterson  Air  Porce  Base,  OE;  and  the 
Directorate  of  International  Programs0,  part  of  the  USAP 
Headquarters  Staff  at  the  Pentagon. 

Research  design.  Much  of  the  data  pertaining  to  the  sale  of 
the  P-16  to  Iran  was  qualitative  in  nature  and  located 
either  in  government  documents  or  with  Air  Porce  members 
who  were  personally  involved  in  she  PEACE  ZE3RA  project. 

This  information  was  amenable  to  a  historical  synthesis, 
research  question  type  of  analysis.  The  data  gathering  and 
analysis  went  through  several  stages.  Pirst ,  there  was  a 


°?ormerly  Directorate  of  Military  Assistance  and 
Sales  'EC,  "SAP 'Ll?) ,  currently  EC,  PSAP  PA I. 


search,  for  pertinent  documentation  concerning  the  early 
phases  of  PEACE  ZEBRA.  Cnee  located,  each  document  was  then 
reviewed  for  relevancy  to  Ziatema's  problem  factors  and  any 
other  potential  problem  areas.  Host  of  the  PEACE  ZEBRA 
information  collected  during  this  documentation  review  stage 


came  irom  the 


IS  3PC ,  International  Logistics  Center  '_LC), 


AELC ,  and  the  Air  Staff.  Phis  review  established  the  foun¬ 
dation  upon  which  the  next  stage  of  the  research  was  built , 
that  of  the  initial  analysis. 

Phe  initial  analysis  Lrteroreted  the  data  gathered. 


problem  areas.  In  addition,  three  other  problem  areas 
surfaced  during  this  analysis  which  were  added  to  Ziatema’s 
four  factors  for  study.  Ihese  additional  problem  areas  were 
contractor  involvement,  program  concurrency,  and  political 
constraints . 


Initial  analysis  complete,  the 


erview  stame  oezan. 


Key  participants  were  selected  as  potential  interviewees 
while  questions  were  formulated  for  the  interview  itself. 

A  partially  structured  interview  format  was  chosen.  Phis 
method  used  standardised  questions,  contained  in  Appendix  A, 
supplemented  with  more  specific  questions  tailored  to  each 
resoondent’s  oarticular  exoerience  and  knowledge  of  PEACE 


ZEBRA. 


Interviews  were  conducted  on  a  ncn-as  t  rebut  ion  "oasis 
from  April  through  May  of  1979-  Those  interviewed,  along 
with  their  positions  held  at  she  tine  of  she  PEACE  2E3RA 
sale,  are  listed  below: 

1.  General  Bryce  Poe  II,  Commander  Air  Porce 
Acquisition  logistics  Division. 

2.  Lieusenans  General  George  Rhodes,  Tice  Com¬ 
mander,  Air  Porce  Logistics  Command. 

3.  Major  General  lames  3.  Mclnemey,  Jr.,  Director 
of  Military  Assistance  and  Sales. 


A*  Ka  o  ^  a  g  ^  ji,  ^  ^  s  o  ^ 

the  P-15  System  Program  Office. 


for  oi 


5.  Colonel  Dei  H.  Jacobs,  Depusy 
P-16  System  Program  Office. 


;or  or  tne 


5.  Colonel  Thomas  .Arnold,  Deputy  Director  of 
Military  Assistance  and  Sales. 

7.  Colonel  Chester  Cavoii,  Staff  Officer,  Direc¬ 
torate  of  Military  Assistance  and  Sales. 

3.  Lieutenant  Colonel  Mike  Clark,  Chief,  Laser- 
national  Programs  Division,  P-15  System  Program  Office. 

9.  Lieutenant;  Colonel  Puss  Sanders,  Staff  Officer, 
Directorate  of  Military  .Assistance  and  Sales. 

These  interviews  were  essential  not  onlv  for  a  arc  ter  irter- 


sretasron  of  tne  mo: 


'  OP  ZTS S.CL~?"  STS.'trilG zrsci  ,  S.I_30  fl 's 


the  new  insights  and  da- 


v;e  rsv 


The  lass  research  stage  was  synthesis.  Mere  she 
new  information  gathered  from  she  interviews  was  reviewed 
together  with  that  previously  obtained.  Cut  cf  the  per¬ 
spective  sained  from  the  combined  data  came  she  final 
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interpretations  and  recommendations,  dins  were  tie 
successes  and  failures  of  PSA 03  Z33EA  documented. 


diesis  format,  diis  tiesis  is  organ!: 


;o  nrovaa? 


■^e 3.0.6^  q ^  o 0 2? "oz?s s ^  on  o^*  "vlis  licto^s  cs.' 

tie  analysis  of  PSACS  Z33RA.  Su'd  sequent  ciapters  will  be 
arranged  as  follows: 

Chapter  2,  "Phases  and  llaragement  Pools  of  a  USAS 
Poreign  lEilitary  Sale",  will  include  a  description  of  fie 
S' IS  cycle  for  a  nation  "SAP  weapon  system  sale,  die  cycle 
will  oe  divided  info  seven  separate  piases.  diis  ciapter 
will  also  specify  where  each  of  Matema's  factors  may  he 
located  in  tie  cycle  and  discusses  several  important  manage¬ 
ment  tools  wiici  mi git  be  used  to  improve  tiese  problem 
areas. 


vnapter  , 


lulPA  btory",  outlines 


Dar" 


:r  events  o*  tne  sale. 


traces  tne  ss_e  tnroug: 
Iran's  initial  interes' 


;es  of  tne  PUS  cyc_e  tro 


on  tne  cars' 


;wo 
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Chapter  5,  "Summary,  Conclusions,  Recommendations  , " 
reviews  the  hour  research  questions  and  answers  each 
specifically.  Included  are  a  synthesis  of  the  historical 
background,  IRA. II  II3SA  story,  analysis  of  each  problem 
factor,  recommendations  and  areas  for  further  study.  Ihe 
research  objectives  are  reviewed  and  a  short  summary  of  the 
research  is  presented. 


a. 


TEE  PKS  PROCESS 


How  does  a  weapon  system  such  as  the  P-16  get  from 
the  manufacturer  to  another  country?  There  are  "basically 
two  methods.  The  hirst  is  a  direct  sale  between  the  foreign 
government  and  a  TT.S.  contractor.  Control  over  Commercial 
Sales  is  exercised  by  the  issuance  of  an  export  license  by 
the  Department  of  State.  However,  the  Arms  Export;  Control 
Act  of  1976  states  chat  Commercial  Sales  are  prohibited  for 
ra;or  defense  equipment  of  $25  million  or  over  'except  to 
Horth  Atlantic  Treaty  Organization  (HATC)  countries)  (48). 

3ecause  of  this  rule  and  other  exceptions  to  a 
direct  sale,  government- to- government  sales  constitute  two- 
thirds  to  three-fourths  of  all  U.3.  Kilitary  Export  Sales 
(49:C— 3).  In  a  govemment-to-govemmenr  venture  (with  which 


this  thes 

is  is 

concerned)  the  USG  and 

the  customer  country 

negotiate 

and 

sign  an  agreement  (EGA) 

in  which  items  are 

procured 

from 

the  contractor^) s  )  by  the 

1GD  and  then  trans- 

ferred  to 

the 

foreign  government  (PG). 

Payment  is  acccm- 

plished  in  the  same  manner  with  the  "CSC-  being  an  inter¬ 
mediary  between  the  EG  and  contractor  (34). 

The  cycle  of  a  govemment-t o-govemment  sale  can  be 
broken  down  info  several  sequential  phases  (See  Figure  i). 
Although  these  phases  have  never  been  officially  defined 
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a  chart  drawn  up  07  the  Directorate  of  International 
Logistics,  Air  Lores  Acquisition  Logistics  Division  (ALA LD) 
(2p)  was  used  as  the  source  for  the  discussion  which  fol¬ 
lows  . 

Each  phase  will  new  he  described  and  defined  as  it 
existed  during  the  tine  of  the  PEACE  ZE3PA  sale  (1975-tiid- 

'"G‘77  ) 

*  y  l  <  J  • 

HIS  Pre-Planning 

Ihe  IKS  Pre-Planning  phase  deals  with  weapon  systems 
still  in  early  acquisition  or  development.  If  a  weapon 
system  being  acquired  by  the  "SAP  has  a  reasonable  chance  of 
being  bought  by  a  foreign  government ,  several  important 
questions  must  be  asked:  Vhat  quantity  is  expected  to  be 
sold  to  foreign  governments?  '/vhat  kinds  of  different 
facility  production  enhancements  are  required?  How  does 
this  affect  the  production  schedule? 

Ihese  and  other  questions  must  be  answered  in  a  plan 
drawn  up  by  the  Program  Office  with  contractor  assistance  in 
order  to  be  able  to  deliver  fully  supportable  systems  with¬ 
out  impacting  future  LEAP  readiness  ('up.!'*  — ).  Ihis  plan 
includes  program  entry  times  for  new  ms  customers,  revised 
production  schedules,  logistical  support,  lead  time  for 
training  and  spares,  and  other  support.  Called  an  ms 
Master  Plan,  it  explains  how  each  mayor  weapon  system's 
future  m3  sales  are  to  be  handled  and  attempts  to 


anticipate  future  problem  areas  in  production,  expansion, 
tooling,  lead  time,  and  support. 

Ihe  ins  Pre-Planning  period  is  designed  to  provide 
a  foundation  upon  which  future  sales  can  be  smoothly  imple¬ 
mented.  It  is  important  because,  done  properly,  it  causes 
the  different  implem enters  such  as  Air  Porce  Systems  Command 
(APSC),  Air  Porce  Logistics  Command  (APLC),  lacticai  Air 
Command  (LAO),  Air  draining  Command  (A PC),  and  the  contractor 
to  consider  the  effects  of  early  PMS  involvement  on  the 
program. 

Yet  despite  this  importance,  one  of  the  most  trouble¬ 
some  problem  factors  defined  in  Matema's  thesis  was  the 
lack  of  adequate  initial  planning  during  the  preparation  of 
the  Offer  and  Acceptance  (2d:^4h). 

Che  PMS  Pre-Planning  phase  should  start  at  the 
beginning  of  a  weapon  system's  development  and  continue 
until  a  country  expresses  a  sincere  desire  to  buy  the  sys¬ 
tem.  Purther,  this  interest  may  be  shown  at  any  time 
throughout  the  development  and  acquisition  cycle.  Ihus ,  the 
Planning  phase  and  the  Pre-LOA  phase  may  have  some  overlap 
as  planning  continues  to  be  updated  and  revised  as  more 
facts  about  the  buy  become  known. 


Pre-LOA  Activity 


Pre-LCA  Activity  is  defined  as  the  time  from  when 
first  seriously  considering  buying 
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a  foreign  government  is 


once  the  request  is  finally  received  at  HQ  USAP — the 
Directorate  of  International  Programs — an  acknowledgement; 
is  sent  to  the  country  within  five  days  and  a  case  ideniifie 
is  issued  (50:D-2;  5^:p.5-^). 

During  this  phase  of  activity  a  Weapon  System  Plan¬ 
ning  Team  (WSPT)  may  he  organized  and  sent  to  the  country  to 
gather  more  data  on  the  requirements  for  the  particular 
sale.  These  teams  may  also  he  formed  during  any  program 
phase  as  will  he  demonstrated  during  the  PEACE  ZEBRA  nego¬ 
tiations  . 

As  noted  earlier,  the  problem  factor  of  initial 
planning  sometimes  spills  ever  into  this  phase,  hut  the 
problem  of  early  HAJCCK  involvement  during  the  planning  and 
coordination  of  a  sale  must  also  he  investigated  here.  This 
early  involvement  is  necessary  to  effectively  implement  and 
support  the  sale,  and  it  was  Hatema's  contention  that  the 
TJSAP  was  deficient  here  ( 2d :  1 4h ) . 

Offer  Development 

The  next  phase  of  an  TTIS  is  the  development  and 
preparation  of  the  EGA.  As  the  acknowledgement  of  the 
country’s  request  is  prepared  and  a  case  designator 
issued,  the  Air  Staff  requests  PSA  data  from  the  imple¬ 
menting  commands.  Accompanying  the  request  for  PSA  data 
should  he  ground  rules  and  accurate  country  requirements 

3' 


developed  by  rhe  customer  country  and  the  Void?.  The  Air 

p 

Staff  may  appoint  a  lead  command-  such  as  APLC  or  APSC  to 
collect  the  PSA.  dara  and  draw  up  the  LOA  (38:1). 

Once  tasked,  ~he  Commands  appoint  a  program  manager 
who  collects  the  PSA  data,  and  based  on  the  sale  require¬ 
ments,  ■  lbmits  estimates  of  pricing  and  availability  for 
items  or  services  for  which  he  has  management  responsibili¬ 
ties.  Por  example,  developmental  systems  are  usually 
APSCs  responsibility,  spare  parts  belong  to  APLC;  ground 
crew  and  maintenance  training  is  done  by  AfC  and  air  crew 
training  is  PACs  responsibility.  Prom  MAJCCK  level,  the 
task  usually  filters  down  to  the  level  which  actually  works 
with  the  needed  data,  e.g. ,  the  3P0  in  APSC  and  the  Air 
Logistics  Center  (ALC)  in  APLC  (52:Ch.2). 

In  older  systems,  the  PSA  data  are  compiled  from 
recent  contracts  and  past  records.  However,  it  is  much  more 
difficult  to  determine  accurate  PSA  data  for  newer  systems. 
With  no  established  data  base,  no  firm  knowledge  of  support 
requirements,  and  many  of  the  items  often  still  in  research 
or  development,  PSA  estimates  are  extraordinarily  "soft". 

In  addition,  there  is  always  the  possibility  of  updating 
and  revising  the  system  as  more  testing  is  completed, 


Phis  management  concept  is  discussed  later  in  the 

chapter. 
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thereby  making  some  long  lead  time  items  and  spares  obsolete 
Do  compound  the  difficulties  other  factors  are  also  added, 
including  inflation  rates,  special  management  surcharges 
etc.  Thus,  the  determination  of  PSA  data  on  weapon  systems, 
whether  mature  or  still  in  development,  more  closely  approxi 
mates  an  art  than  a  science. 

‘The  PSA  data  are  put  together  in  ~C  days  (maximum) 
at  the  MAJCOK  level  and  forwarded  to  the  Directorate  of 
International  Programs,  where  it  is  then  reviewed,  approved 
and  placed  into  the  correct  LGA  format  for  the  particular 
sale  (52:p.IJ— 1).  Thus  the  estimated  price,  delivery,  and 
financial  schedules  in  the  LGA  should  be  based  on  the  PSA 
data  submitted  by  the  LAPOGIis. 

During  this  phase  of  LGA  development,  it  is  sometime 
necessary  to  start  trocurement  of  lore  lead  time  items  for 


tne  customer  country  mi  tne  orooosea  aei 


Late  ms  to 


met.  Another  management  tool,  the  Letter  of  intent  (LOT) 


:an  be  sent 
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and  signature. 
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not  actually 

implement 
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the  sale  is 
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essential  to  a  supportable,  working  system. 

Matema's  other  two  problem  factors  identified  i: 
Shatter  1 ,  (lead  time  for 


!  ? 


of 
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formallp  submitted  co  Congress.  Ccncu: 
copy  is  also  forwarded  to  tie  customer 
If,  after  a  waiting  period  of  qC 
adopted  a  concurrent  resolution  cbp'eccing  ce 
sale,  the  LCA  can  be  officiallp  issued  (-8). 


isrgnea 

review. 
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car'  m 


This  phase  stares  once  she  LCA  has 


en  crecarec. 

scessarp,  am  roved  bp  Congress.  The  LL  Perm  'Ip* 
(the  LCA)  is  signed  bp  she  Lireccorace  of  Inremational 
Programs,  countersigned  bp  she  Comptroller.  13AA  and  for¬ 
warded  co  the  customer.  An  Air  Porce  ream,  composed  of 
ereperts  familiar  with  the  specific  weapon  spscem,  che  PSA. 
daca,  and  the  LCA,  is  the  preferred  mechod  of  presencing 
che  offer,  although  other  mechods  map  be  mutual Ip  agreed 
upon  (1  :p.2'!-/!4).  The  pricing  data,  deliverp  ; 
icems,  support  and  terms  of  agreement  are  ercplair.ed  bp- 
team.  The  customer  then  has  60  daps'"  in  which  cc  revi 


can  an 


o_gn 


.d  fund  the  LCA  since  che  daca  included  ir 


:p. — r j 


.-n  auenor. 
CA  and  re- 


map-  quicklp  become  outdaced 

co  Che  Lireccorace  of  International  Programs.  Anp 
funding  required  would  also  be  forwarded  co  che  A: 


-"It  was  9 0  daps  during 

: P.5-3). 
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with,  delivery  schedules  and  advanced  flight  t raining  as 
required.  One  other  actor  plays  an  important  role.  Ihe 
Air  Force  Accounting  and  Finance  Center  'AFAFC),  who 
manages  FKS  funds  for  the  Air  Force,  'would  send  bills,  col¬ 
lect  cash,  and  manage  the  FdlS  trust  funds  and  administrative 
fees  {12:x-30.1  ,31.1). 

fhe  Program  Implementation  phase  can  also  be  further 
subdivided  into  two  parts:  the  initial  procurement  of  end 
items  and  support,  and  any  other  follow-on  support  neces¬ 
sary  to  keep  the  system  operational  over  its  projected  life. 
Any  follow-on  support  usually  requires  a  new  LOA. 

Closure 

Upon  termination  of  ail  the  separate  cases  involved 


in  a  wearon  system  rackage  ’i.e.,  ail  services  rendered  and 
articles  delivered  and  paid  for),  the  account  for  that 
oarticular  sale  is  reviewed,  audited  and  then  closed  out. 


Master  Plan 

Mlie  initial  planning  accomplished  during  a  ia„or 
weapon  system  sale  should  include  such  things  as  estimates 
of  IMS  sales ,  corresponding  oroduction  schedules ,  training 
and  support.  Mhese  parameters  are  outlined  in  an  IMS 
Master  Sian  and  can  he  used  to  forecast  and  deal  with 
problems  which  arise  from  additional  customers.  kith  this 
document,  the  timing  for  new  customers  over  the  next  five 
to  seven  years  can  be  planned,  taking  info  consideration 
production  and  spare  lead  times,  retooling,  and  potential 
delivery  schedules.  Ire  implementing  command  makes  up  the 
IMS  Master  Plan  in  consul iation  wrth  the  prime  contractors. 


Mean  Concent 

Another  ma"'cr  management  fool  for  PMS  is  the  team 
approach.  Mhere  can  be  a  Present ation  Mean  which  can 
take  either  the  initial  broad  outlines  of  the  PMS  program 
or  a  preoared  and  aooroved  MCA  to  the  foreign  customers  and 


brief  them  on  the  program's  sc: 
availability.  Mhe  team  should 
titular  weapon  system  from  the 
Programs,  A.7SC,  the  SPO,  A.PLC , 
other  na.jor  participants .  Sin 
familiar  enough  with  any  parti; 


A- 
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questions  a  country  might  pose,  this  team  approach  has 
become  more  desirable  (1 :p.2f-i4). 

Another  tool  is  the  VS  I? .  Ihis  team  may  go  into 
the  country  to  gather  data  needed  to  plan  each  sale  more 
specifically .  Phey  gather  facts  on:  aircraft  configura¬ 
tion;  operational  and  basing  concepts;  training,  supply, 
maintenance,  facilities  and  manpower  requirements;  and 
financing.  Phese  teams,  like  the  Presentation  learn,  are 


usually  compos 

ed  of 

exper 

ts  from  USA.?,  AZLC,  A.?A 

ALSO,  the  SPO, 

APC, 

PAG, 

and  any  other  ma .3 0 r  users 

of  fie 

system  (5 2:p.4 

-IS). 

Ihe 

VS IP  can  be  formed  during 

“—“V 

phase  of  the  HIS  program  for  a  customer  country:  however, 
most  benefits  come  from  visits  during  the  Pre-ICA  phase  c 
IMS  activity  (1:p.2f-3;  25}. 

Letter  of  "^tent 

Ihe  Letter  of  Intent  )LCI)  is  a  special  managemen 
fool  that  preceeds  the  LCA  and  is  used  to  finance  procure 
ment  of  long  lead  time  items  ; 52: p.4—9).  Phis  document 
provides  the  USA?  with  the  founding  authority  to  proceed  w 
the  early  contractual,  tooling,  and  production  activities 
necessary  to  implement  the  projected  aircraft  delivery  an 
country  support  programs.  Ihe  LCI  can  be  used  in  either 
the  Pre-LOA  Activity  phase  or  the  Offer  development  phase 
If  becomes  more  critical  during  the  latter,  however,  sine 

JQ 


the  LOA  would  be  roo  late  rc  allow  the  procurement  of  long 
lead  rime  items  in  time  for  requested  delivery  dates.  How¬ 
ever,  if  Congressional  review  and  approval  is  necessary,  the 
L Cl  cannot  he  implemented  until  the  Congressional  review  is 
successfully  completed  unless  a  special  exemption  is  granted 
hy  the  Director  of  the  Defense  Security  Assistance  Agency 

■  O  .  -  7_-’  R  ' 


_ead  Ccmnand  Cone svz 

Dhe  Lead  Command  management  concepr  is  a  tool  which 
may  he  used  within  the  Air  force  to  designate  a  primary 
command  ''usually  the  main  implementing  command)  to  collect 
?&A  data  (38:/!).  Dhe  lead  command  may  he  designated  hy  the 
Air  Staff  at  any  time  An  the  program,  for  example,  AJSC 
would  prohahly  become  the  lead  command  for  a  weapon  system 
still  ’under  development,  while  AHLC  might  he  assigned  weapon 
systems  which  are  no  longer  in  production  or  subsystems  still 
being  produced. 


Letter  of  Offer  and  Acceptance 

Dhe  DD  form  15^5  is  the  contractual  agreement 
between  the  USD  and  customer  country,  frier  to  rhe  Air 
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Additional 


and  the  times  that  delivery  will  take  place, 
terms  and  conditions  are  incorporated  by  attachment  when 
appropriate  (pi :A1-5).  Signed  oy  both  governments,  it 
should  contain  all  items  involved  in  the  sale  (unless 
certain  items  are  broken  out  and  identified  in  separate 
LOAs).  Nevertheless,  the  prices  and  delivery  schedule  are 
estimates  only  and  this  must  be  kept  in  mind.  On  the  back 
of  every  DD  Norm  1513  this  important  condition  is  stated: 

The  price  of  items  to  be  procured  shall  be  at 
their  tonal  cost  to  the  USC-.  Unless  otherwise 
specified,  the  cost  estimates  of  items  no  be  pro¬ 
cured,  availability  determination,  and  delivery 
projections  quoted  are  estimates  based  on  current 
available  data  (24:76] . 

SUKOIARY 


In  conclusion,  the  seven  phases  of  the  lilS  program 

have  been  reviewed  along  with  many  of  the  mag  or  management 

tools  available  during  these  phases.  Several  important 

facts  must  be  emphasised,  first ,  although  the  SMS  process 

has  been  divided  into  seven  phases,  every  HIS  sale  does  not 

necessarily  follow  these  phases  in  order.  In  fact,  many  cf 

c 

the  phases  can  happen  concurrently. ■"  for  instance,  Pre-LCA 


c 

''Several  strict  cause  and  effect  relationships  dc 
exist  however,  for  example,  the  Congressional  review  phase, 
if  required,  must  preceed  program  implementation. 
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Activity 

happened 


and  Offer  Development  can 
during  PEA CD  SE3RA.  Dims 


merge  into  one  phase 
the  phases  chart  is 


as 


simply  a  guide  or  model  with  which  to  begin  an  analysis  or 
understanding  of  PKS.  Tariations  occur  in  practically 


every  sar 


e. 


Phe  ne:ct  asrect  of  the  IKS  process  to  keep  in  mind 
is  the  flexibility  of  rhe  IKS  management  tools.  She  VSPT 
does  not  have  to  be  formed  in  the  Offer  Development  phase. 
Moreover,  several  teams  may  be  sent  as  more  areas  need 
definition.  Similarly,  with  the  exception  of  the  LOA  itself 
an  IKS  sale  could  conceivably  be  consummated  without  using 


any  of  these  tools. 

Penally,  the  organisational  context  of  the  PKS 
process  must  nor  be  forgotten.  Phe  DCD  does  nor  make  policy 
or  cannot  legally  advocare  any  sale  ro  a  potential  customer 
Its  role  is  to  advise  during  negotiations  and  to  implement 
once  the  decision  to  buy  has  been  made.  Dhe  policy  decision 
rest  with  the  State  Deparrnenr  and  rhe  Office  of  rhe  Presi¬ 
dent,  not  with  the  DGD.  Phis  disrincricn  becomes  very 
importanr  early  in  rhe  PEACE  DEBRA  story. 


Chapter  5 


THE  PEACE  ZZBRA  STORE 

This  chapter  provides  a  brief  narrative  of  the  key 
events  which  transpired  during  the  PEACE  ZEBRA  negotiations 
To  remain  consistent  with  Chapter  2,  it  is  organized  around 
the  framework  of  the  previously  discussed  key  PT1S  phases. 
Additionally,  unless  otherwise  referenced,  the  details 
recounted  were  gleaned  primarily  from  the  formal  interviews 
conducted.  But  due  to  the  non-attribution  nature  of  those 
interviews,  specific  references  will  not  be  made. 

Iran  Expresses  an  Interest 

In  an  effort  to  upgrade  his  P-5  fleet  and  comple¬ 
ment  Iran's  newly  acquired  P-14s,  as  well  as  a  further  step 
in  his  oft-proclaimed  drive  to  restore  Iran  to  its  glory 
days  of  Persian  stature  (2:44),  the  Shah  began  expressing 
interest  in  the  P-16  early  in  1975*  hi  August,  of  that 
year,  representatives  from  General  Dynamics  (the  airframe 
manufacturer)  and  United  Technologies  (the  engine  company) 
met  with  the  Vice  Minister  of  War  for  Armaments  of  Iran, 
General  Hassan  Toufanian,  to  discuss  P-^6  purchases  and  to 
offer  a  proposal  for  P-16  coproduction.  Although  General 
Toufanian  demurred  on  coproduction,  he  did  evidence  interes 
in  a  LCA  for  16C  aircraft  (27). 

<LL 
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Iran's  intentions  were  formalized  i 


ear.? 


15  February  1976,  General  Doufanian  sent  a  letter  to  Mr. 

David  Lewis,  General  Dynamics'  Chairman  of  the  Board,  announ¬ 


cing  Iran's  desire 

...  to  enter  into  negotiation  with  you  either 
directly  or  through  the  Government  of  the  united 
States,  for  the  procurement  of  300  each  P-15  aircraft 
with  all  required  spares  and  support  (451. 

General  Doufanian1 s  letter  mentioned  “he  prospect  of  pos¬ 
sible  coproduction  arrangements,  but  this  option  was  later 
dismissed  due  to  certain  Iranian  industrial  shortcomings. 


in  a 
tar 7 
this 


Iran  amplified  its  "firm  intention"  for  300  aircraft 
""6  March  1976  letter  to  the  Chief  of  the  Armish  Mili- 
Assistance  Advisory  Group  (MAAG) ,  Deheran  (46).  In 
letter,  General  Doufanian  outlined  the  specifics  of 


_ran's  request: 

— the  "first  purchase"  will  be  160  aircraft 
(135  ?-15As  and  24  F-^SBs)  with  a  logistic  support  pack¬ 
age  and  services. 


— deliveries  to  start  mid-calendar  year  1979 
with  a  maximum  delivery  rate  of  eight  aircraft  per  month. 

— a  26-month  initial  spares  package  would  be 
required. 


— eight  squadrons  are  planned:  seven  operational 
squadrons  with  "'S  ?-^5As  and  2  F-163s  each,  and  one  Combat 
Crew  Draining  Squadron  with  '"O  F-^cAs  and  1 0  F-^BBs. 

— three  main  operating  bases  (MOB)  are  planned 
with  three  squadrons  at  each  of  two  bases  and  two  squad¬ 
rons  at  a  third  base. 


I 


IMS  Pre-Plano -i-ng 

Although,  the  Air  ?oroe  had  begun  ro  develop  a 
detailed  IMS  Master  Plan  early  in  1975  to  address  possible 
third  country  P-16  sales,  attention  really  began  to  focus 
on  this  document  after  Iran's  formal  announcement  in  March 
"976. 

The  reason  for  this  attention  was  a  stark  incon¬ 
sistency  between  the  existing  Master  Plan  (approved  only  by 
the  Air  Porce  at  that  point  in  time)  and  the  Iranian  request 
for  mid-1979  aircraft  deliveries  (43).  Because  of  the 
relative  immaturity  of  the  P-16  and  rhe  concommifant  risks 
involved  in  bringing  third-country  participants  into  the 
program  too  early,  the  Air  Porce  had  recommended  July  198^ 
as  the  earliest  dare  for  IMS  in-country  deliveries.  This 
date  was  a  by-product  of  an  APLC  position  predicting  a  42 
month  lead  time  for  acquisition  of  the  necessary  assets  to 
support  the  program  through  activation  at  the  first  in¬ 
country  base.  It  was  the  Air  Porce 's  contention  char  a 
mid-1981  dare  would  minimize  any  possible  competition  for 
spares,  as  well  as  reduce  risks  to  P3AP  readiness. 

Nevertheless,  Iran  was  insistent  about  early 
deliveries  and  lines  were  quickly  drawn  on  the  issue.  An 
Air  Porce  Office  of  rhe  Secrerary  of  Defense,  Installations 
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and  Logistics  (CSD  uSi)  meeting  on  24  March  ”975  and  a  subse¬ 
quent  1”!  May  1976  OSD/I&L  nemo  discussed  a  plan  calling  for 
an  accelerated  schedule  that  would  provide  ten  training  air¬ 
craft  to  a  Continental  United  States  (CONUS)  training  base 
beginning  in  March  ”979  and  Iranian  in— country  deliveries 
beginning  July  1Q8C  (17).  But  this  program  was  nor  recom¬ 
mended  by  the  Air  ?orce.  ABIC  argued  thar  early  deliveries 
raised  real  support  problems  and  suggested  "probable  adverse 
impacts  on  the  US/SPG  program  (23)."  -he  -AC,  while  acknow¬ 
ledging  that  the  advanced  training  schedule  was  feasible, 
was  nonetheless  nervous  about  the  suruort  issues  raised  by 
APLC .  Moreover,  TAC  was  exr  remedy  busy  with  its  own  force 
modernisation  program  involving  the  introduction  of  rhe  A-10, 
P-15  end  the  P-16. 

The  debate  was  not  confined  to  rhe  MAJCCM  level.  In 
a  memo  to  the  Air  Porce’s  Deputy  Chief  of  Staff,  Research 
and  Development  (AP.RD)  and  the  Deputy  Chief  of  Staff, 

Systems  and  Logistics  (AP.  XG)  on  25  May  ”976,  Mr.  Gordon 
Pnapp ,  OSD/I&L ,  observed  that  rhe  Iranian  program  "could 
compete  with  both  USAS’  and  PPG  programs  for  scarce  logis¬ 
tical  resources"  and  asked  for  a  briefing  explaining  "the 
rationale  that  neither  rhe  USA?  nor  PPG  programs  will  be 
adversely  affected  )2”(."  Indeed,  as  late  as  3  June  ”976, 
rhere  was  no  Air  ?orce  consensus  on  rhe  impact  of  the  Shah's 
request  to  buy  ?-”Ss  (4a). 
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2Tot  unexpectedly,  General  Dynamics  was  eager  to 
consummate  the  sale.  Plush  with  their  victory  in  the  "Arms 
Sale  of  the  Century,"  she  company's  marketing  executives  had 
predicted  upwards  of  4-COO  additional  aircraft  sales  (4-2). 
Iran  was  important  to  maintaining  their  sales  momentum  and 
the  company's  advocacy  briefing  on  this  sale  stressed  a 
broad  spectrum  of  benefits  ranging  from  economic  (improved 
Balance  of  Payments,  Jobs  for  Ti.S.  workers,  tax  revenues 
to  individuals  and  corporations)  to  the  political  (no  sale 
would  jeopardize  U.3.  influence  and  leadership  in  the 
Persian  Gulf)  to  the  strategic  (our  need  to  protect  oil 
resources  and  access  routes  to  Europe,  Japan,  and  the  U.S.; 
Iran's  self-defense  efforts  help  reduce  the  U.S.'s  Indian 
Ocean  defense  burden)  (IS). 

General  Dynamics  sought  to  assuage  the  concerns  of 
Secretary  Zhapp  in  a  June  letter  which  revealed  the 
company's  success-oriented  philosophy  despite  the  extra¬ 
ordinary  management  ckailenges  already  facing  it  with  the 
PPG  and  USA?  programs: 

Ve  recognize  that  in  the  E-^S  program,  with  the 
addition  of  PPAOP  SZBEA,  there  would  be  seven  bases 
activated  in  six  countries  within  a  period  of  ''8 
months  ....  We  believe,  however,  that  this  schedule 
of  base  activation  which  provides  a  minimum  of  four 
months  to  a  maximum  of  six  between  base  activations 
will  provide  a  mere  efficient  and  cost  effective 
use  of  personnel  and  resources.  Moreover  we  would 
expect  that  the  EPCs  (European  Participating  Coun¬ 
tries  (  will  develop  an  early  proficiency  which 


.  .  .  anything  less  than  rhe  schedule  proposal 
[March  7Q, 'July  SCI  will  endanger  the  sale  of  ?EAC3 
Z3B3A ,  which  in  rum  will  make  much  more  difficult 
rhe  further  sales  to  other  third  counrries  [a[ . 


posrtrcn , 


from,  the  Secretary  of  the  Air  ?orce,  was  transmitted  to  the 


Deputy  Secretary  of  Defense  via  a  DSAA  memorandum  on  30  June. 


ill  adherence  co  rhe  July  '*981  dare 


in  July  the  Air  Borce  was  directed  to 


given  a  Terms  of  Reference  by  BSAA  to  guide  cheir  negoti¬ 
ations.  The  most  important  of  these  guidelines  included: 

— use  of  an  approved  briefing  script. 

— limit  quantity  offered  to  '*cC  aircraft. 

— sale  is  on  a  govemment-to-govemrerr  IKS  basis. 

— no  coproduction. 

— no  program  approval  by  'J. 3.  government  ’until  the 
Congressional  Review  process  has  been  completed. 

The  team  journeyed  to  Iran  with  two  purposes  in  mind. 

The  first  was  to  impress  upon  the  Iranians  that  their  request 

for  early  delivery  ms.de  the  program  "'unique  and  high  ris>"  , 

particularly  in  the  areas  of  support  and  shilled  personnel. 

Zor  example,  the  team  reiterated  that  the  possibility  of  long 

lead  items  being  purchased  and  then  becoming  out-dated  before 

the  first  aircraft  came  off  the  production  line  was  quite 

real. 

The  second  intention  was  to  outline  the  specifics 
of  the  program  being  offered.  Zven  this  was  flavored  with 
the  first  concern.  Before  any  particulars  were  broached,  it 
was  again  stressed  that  because  of  Iran's  early  entry  into 
the  program,  many  of  the  cost  figures  quoted  were  only 
estimates.  Indeed,  in  many  areas  firm  prices  were  not  even 
available  for  the  ISA?  R-16  program!  With  this  foundation 
laid,  the  team  proceeded  with  the  details  of  the  offer. 

no 
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Ihe  program  proposed  included  PEACE  ZEBRA  _  and 
PEACE  ZEBRA  II.  PEACE  IE3HA  I  ensured  early  Iranian  Air 
Porce  (IIAP)  participation  through  delivery  of  ten  IIAP 


?-1cs  to  a  CSAP  taco  leal  ii  rater  t: 


_ns:  wins:  oeeirrr 


in  Eared  1979 .  Phese  aircradt  would  be  used  initially  to 
train  "SAP  instructor  pilots  (IP)  who  in  tun  wo 'lid  train 
the  IIAP  and  USAP  IPs  than  would  eventually  dorm,  the 


_ranian  instnetor  pilot  cadre  team. 


IZB2A  II  called 


dor  the  delivery  od  ipO  aircradt  in  _ran  begin.: 


uu_y 


•/'98C  at  the  rate  od  dour  aircradt  per  month,  with  appro¬ 
priate  contractor  support  (37). 

Accompanying  the  brieding  were  two  EGAs  and  two 
associated  BOIs  dor  the  long  lead  items.  The  trices  were 


quoted  as  "dirm  industry  commitments"  '37),  while  -EACE 
ZEBRA  IIs  trices  were  "estimated".  Planning:  k  Budgetary 


data  on  PEACE  ZEBRA  „  vers 


.so  included.  Ihe  tota! 


iigure  oner ea  to  Cenera.1  louianan  was  »q.3  billion. 


Iranian  displeasure.  Phis  S3. 3  billion  total  did  not  sit 
well  with  the  Iranians  for  two  reasons.  Pirst ,  the  digure 
initial ly  quoted  in  U. 3.  news  media  had  been  S3.-  billion, 
but  this  had  been  based  on  an  estimate  used  in  the  advance 
notidication  to  Congress.  Undortunately ,  the  $3.a  billion 

^ C 6  H.3.C*.  ^*22.  2D "  ci  71  "3  0^  ^ ^  "*"*322 3 T*!  ^"*”*SSS  ^71 0  "  — 

cised  widely.  But  the  rea.1  cause  dor  the  Iranian  anger  wa.s 


a  13  August  1976  letter  from  General  Dynamics  to  General 
loufanian  quoting  a  $2.1  billion  price  rag  for  3CC  P-16 
aircraft  "plus  appropriate  training,  initial  spares,  and 
support  '5.."  'Die  magnitude  of  the  differencial  was  not 
lost  on  Iran,  and  General  loufanian  was  ready  with  a  sharp 
rebuttal  to  the  Presentation  learn' s  $3.3  billion  figure  (6) 

Interrupting  General  Poe's  briefing,  General 
Toufanian  announced  that  the  Shah  was  not  interested  in  the 
P-16  at  the  higher  price,  and  he  launched  into  a  denunci¬ 
ation  of  several  recent  U. S.  PMS  programs.  He  deplored  the 
support  of  the  P-14,  Spruance  and  Hawk  programs,  and  was 
generally  critical  of  the  USG  attitude  towards  contractors 
taking  advantage  of  Iran.  He  criticized  the  USG  for  not 
better  controlling  contractors  and  for  not  challenging  PUS 
costs  unless  a  U.S.  requirement  was  involved.  General 
loufanian  went  on  to  say  that  Iran  was  tired  of  being  taken 
advantage  of  despite  the  fact  thar  rhe  Shah  had  a  letter 
from  President  Nixon  promising  Iran  military  hardware  at  th 
same  price  paid  by  rhe  U.S.  (9). 

General  Poe  replied  by  pointing  cut  thar  the  ream 
was  there  at  Iran's  request,  that  he  was  rhe  only  individua 
authorized  by  the  USG  to  presenr  P-’5  program  and  cost  data 
and  that  he  was  a  military  professional  and  not  an  arms 
merchant.  Ihen ,  he  painstakingly  outlined  the  differences 


between  rhe  USA?  and  General  Dynamics  offers ,  noting  the 
following  key  differences  (37): 

— General  Dynamics  estimates  were  at  target  costs, 
while  DOD  estimates  were  ceiling  costs. 

— General  Dynamics  used  Fiscal  Tear  0975  dollars, 
while  DOD  quoted  "then  year"  dollars  with  an  average  eight 
percent  inflation  rate. 

— DOD  estimates  included  the  following  which  were 
absent  from  the  General  Dynamics  estimates:  26  months  of 
spares  (General  Dynamics  included  initial  spares),  engi¬ 
neering  changes,  in-country  contractor  support,  provisioning 
costs,  sustaining  engineering,  engine  component  improvement 
program,  and  developmental  depot  supporr  equipment. 

General  Poe's  candor  and  firmness  on  this  issue  were  credited 

by  team  members  as  defusing  the  emotionalism  and  reversing 

the  GOZ's  original  intentions  of  turning  down  the  sale. 

The  team  left  Iran,  with  a  "conditional  acceptance" 
of  the  program  as  briefed.  General  Doufanian,  however,  took 
a  hard  line  on  costs  stipulating  that  GOD  pay  the  same  price 
as  the  USA?  with  no  added  profit  or  agents'  fees.  ?arther, 
although  Iran  still  maintained  they  were  interested  in  JCO 
aircraft,  they  agreed  to  defer  that  issue  and  would  present 
a  signed  LOI  for  PEACS  IS3RA  I  in  October.  Finally,  General 
loufanian  praised  the  seam  for  their  total  system  package 
approach  as  well  as  their  forthright  and  candid  briefings 
on  the  risks  and  prices  (37). 

PSA 05  1S3RA  I  revised.  Subsequent  ~o  the  Presentation 
lean’s  visit,  che  GO I  rejected  ohe  PEACE  ZZ3HA  I  training 


program  as  being  too  costly  for  the  number  of  instructor 
pilots  being  trained  (9),  and  instead  forwarded  a  modified 
LOI  in  October  1976  (Appendix  B)  to  provide  $41  million  in 
funding  obligation  (with  a  $20  million  expenditure  limit) 
for  long  lead  items  in  a  revamped  program.  Under  this 
arrangement,  160  P-16s  would  be  delivered  to  Iran  beginning 
in  July  198C.  These  aircraft  would  be  less  expensive  than 
the  earlier  aircraft  and  would  be  acquired  in  conjunction 
with  a  revised  training  program  to  support  training  two  IPs 
(one  USAP/one  IIAP)  and  six  conversion-trained  pilots  (two 
USAP/four  IIAP)  by  July  1980  in  preparation  for  a  follow-on 
training  program  in  Iran.  live  IIAP  P-16  aircraft  scheduled 
for  delivery  early  in  1980  would  augment  the  COITUS  training 
base. 

Congressional  Review 

The  Department  of  Stare  had  informally  advised 
Congress  of  the  U.S.'s  intention  to  offer  the  P-16  for  sale 
to  Iran  on  2?  August  1976  during  an  appearance  before  the 
Senate  Poreign  Relations  Committee  by  Secretary  of  State 
Henry  Kissinger.  This  notification  was  buttressed  with  a 
letter,  dated  27  August,  which  went  to  Hr.  Richard  M.  Hoose, 
Staff  Associate  to  the  Committee  on  Poreign  Relations  (15). 
Pormal  notification  of  the  Congress  pursuant  to  the  repor¬ 
ting  requirements  of  Section  36(b)  of  the  Arms  Bxport 
Control  Act  (ABCA)  took  place  on  •’  September  '"976  (22). 
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(This  reporting  requirement,  the  first  time  it  had 
been  a  factor  in.  a  major  weapon  sale  since  the  passage  of 
the  A2CA,  was  taken  quite  seriously  by  the  presentation  and 
planning  teams.  Legal  opinions  extracted  before  subsequent 
in-country  visits  reasoned  that  because  of  these  notifica¬ 
tions,  the  teams  could  brief  the  GOI  and  present  unsigned 
LOIs,  but  under  no  circumstances  could  the  U.3.  government 
act  upon  them  until  the  end  of  the  Congressional  Review 
period.  If  was  additionally  argued  that  LCAs  could  be  used 
in  the  presentation  briefings,  but  they  must  be  clearly 
marked  "LEARI! "  and  could  not  be  offered  for  signature  prior 
to  the  end  of  the  review  period,  assuming  a  favorable 
Congressional  disposition  (57).  Pinal ly ,  once  in-country, 
the  restrictions  inherent  in  the  Congressional  Review  period 
were  thoroughly  briefed  to  the  Iranians  so  they  understood 
the  groundrules. 

Ihe  thirty-day  review  period  expired  on  1  October 
1975  without  Congressional  objection 

Offer  and  Acceptance 

Weapons  system  planning  team  visit.  To  assist  the  II A?  in 
planning  their  ?— I 6  program,  the  USA?  formed  a  Weapons 
Systems  Planning  Team  in  November  '197S,  headed  by  Brigadier 
C-eneral  C-eorge  W.  Rutter,  Vice  Commander  of  the  Air  Rorce 
Acquisition  Logistics  Division.  Ihe  team  included  R-^o 
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expertise  from  the  Air  Staff,  APLC,  APSC,  TAC,  the  MAAG,  and 
ATC  as  well  as  unofficial  contractor  participation  from 
Gene  rad  Dynamics  and  Pratt-Vhitney. 

Their  overall  goal  was  to  jointly  establish  the 
necessary  planning  factors  for  preparation  of  the  LOAs.  To 
do  this,  the  team  reviewed  lessons  leaned  from  the  P-14, 
P-4,  P-5  and  other  Iranian  programs  as  well  as  known  IIA? 
planning  factors  furnished  by  the  MAAG.  With  this  basic 
understanding,  the  team  spent  4-11  December  1976  in  Iran 
cultivating  direct  counterpart  relationships  through  face- 
to-face  USAP/IIAP  discussions. 

The  trip,  as  described  later  by  uhe  MAAG,  "was  very 
fruitful  in  giving  the  GOI/IIA?  an  in-depth  review  of  the 
PEACE  ZEBRA  program  at  both  the  executive  and  working 
levels  130]."  Specific  planning  factors  were  defined  in 
the  areas  of  logistical  support,  development /acquisition, 
training,  manpower,  and  program  management.  Equipped  with 
a  common  baseline  understanding,  the  VSPT  returned  home  and 
the  USAP  began  to  structure  the  PEACE  ZEBRA  LOAs  according 
to  the  agreed  upon  planning  factors. 

Pormal  letter  of  offer  and  acceptance  presentation.  By 
March  1977,  the  USAP  had  constructed  a  PEACE  ZEBRA  LOA 
around  the  planning  factors  provided  by  General  Rutter's 
V3PT  and  on  14  March  the  new  LCAs  were  presented  to  General 
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loufanian  by  Brigadier  General  James  Abrahams on ,  ?-1S  S?0 
Director  and  his  deputy,  Colonel  Dei  Jacobs.  A  total  of  six 
LOAs  were  presented  based  on  a  301  request  :o  separate  air¬ 
craft  and  support  costs  and  to  identify  total  program 
requirements.  While  General  loufanian  took  the  opportunity 
to  again  impress  that  Iran  was  interested  in  a  300  aircraft 
purchase  plus  an  accelerated  delivery  rate  of  eight  per 
month,  he  did  not  reject  the  LOAs  as  submitted. 

Yet  pricing  was  once  again  a  sore  point.  When 
briefing  the  costs  in  then-year  dollars,  General 
Abrahamson  was  reminded  of  the  Shah's  desire  to  buy  the 
at  the  USA?  program  cost  to  avoid  possible  adverse  press 
coverage  about  the  sale,  i.e.,  U.S.  gouging  Iran  on  ?-16 
sale.  Iran  was  also  concerned  about  possible  cost  compari¬ 
sons  with  the  European's  "not  to  exceed  price"  of  $6,091 
million.  Consequently,  it  was  requested  that  the  LOAs  be 
rewritten  in  1975  base  year  target  dollars  using  USA?  type 
factors  for  spares  and  support  equipment.  Part  of  Iran's 
effort  to  more  closely  align  with  USA?  program  costs  was 
their  decision  to  reduce  spares  support  from  24  to  17 
months.  General  loufanian  also  requested  two  case  dele¬ 
tions — aircraft  delivery  and  training  flight  simulators — 
and  further  definitions  of  some  of  the  explanatory  notes. 

Ihe  recomputations  were  made  by  APSC  (3^)  and  on 
27  hay  '’9'7t,  Major  General  James  ?.  hclnemey,  Jr., 
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Director  of  International  Programs , 1  signed  the  revised  LOAs 
for  aircraft  and  support  and  forwarded  them  by  courier  to 
Iran.  The  LOA  for  160  aircraft  was  valued  at  $1,116.7  nil- 
lion  in  PI  "75  dollars  ($1  ,688.9  million  in  then-year 
while  the  support  LOA — for  only  12  months,  vice  the  ""7 
mentioned  above — was  valued  at  $280.9  million  in  PI  75  dol¬ 
lars  ($392.2  million  then-year)  (26). 

Given  the  headaches  pricing  had  caused  throughout 
the  negotiations,  General  Mclneney's  transmittal  letter  was 
careful  to  once  again  explain  the  U.S.'s  policy  in  this 
sensitive  area: 

The  USG  will  use  its  best  efforts  to  stay  with¬ 
in  the  then  year  prices  listed  within  the  attached 
notes  to  the  LOAs  but  I  must  remind  you  the  escala¬ 
tion  rates  used  are  quite  optimistic  and  reflect 
desires  of  the  USG  to  attempt  ro  control  inflation. 
Actual  experience  indicates" continuing  inf lation  ao 
a  rate  more  aligned  with  that  depicted  on  the  PLACE 
ZEBRA  LOAs  presented  to  you  in  March  of  this  year. 

We  ail  hope  for  the  lower  rates  predicted  by  the 
Office  of  the  Secretary  of  Defense,  however  the  USAP 
must  pay,  and  in  turn  charge  you,  for  actual  costs 
incurred  (26) . 

On  3  Pune  1977,  General  Toufanian  signed  the  first  two  LOAs 
(See  Appendices  0  and  D). 


vonc-usion 

This  PEACE  ZEBRA  overview  revealed  that  many  of  the 
IMS  management  tools  described  in  Chapter  4  were  employed 
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Pormerly  Directorate  of  Military  Assistance  and 
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during  these  negotiations.  Additionally,  several  of  the 
problem  factors  selected  for  study  seemed  to  manifest 
themselves  amid  the  complex  and  sensitive  negotiations  t 
transpired,  lor  example,  difficulties  with  initial  planning 


Chapter  4 


ANALYSIS  AND  ASSESSMENT 

INTEDDUCTI01T 

Thus  far  this  thesis  has  described,  in  Chapter  2  the 
broad  phases  of  the  IMS  process  and  some  of  rhe  management 
tools  available  to  the  IMS  manager.  Then,  in  Chapter  3,  it 
recounted  the  details  of  the  actual  PEACE  ZEBRA  sale  along 
with  some  of  the  k ey  problem  areas.  Against  that  backdrop, 
the  emphasis  for  this  chapter  shifts  to  an  analysis  of  the 
seven  selected  problem  factors  outlined  in  Chapter  1  as  they 
impacted  the  sales  negotiations. 

The  discussion  is  divided  into  two  sections.  First, 
the  four  factors  Katema  noted  "still  warrant  considerable 
management  attention  [24:145]"  will  be  addressed.  These 
include  initial  planning,  early  MAJCOM  involvement,  coordi¬ 
nation  subsequent  to  initial  planning,  and  P&A  data.  Then 
the  three  new  problem  factors  added  by  the  authors  after 
their  initial  analysis  of  the  sale  will  be  examined.  These 
additional  problem  factors  were:  contractor  involvement, 
weapon  system  concurrency,  and  political  constraints. 

Each  factor  will  be  discussed  in  the  context  of  the 
various  IMS  phases  with  the  analysis  based  on  the  structured 


interviews  wlzh  nine  k ey  participants  in  the  sale  as  well  as 
the  authors'  assessment  gained,  during  the  research  effort. 

TEE  MATSRNA  PACTCES 

Phase:  IMS  Pre-Plan n i n sr 

'^'-ob'lem  Pact  or:'  Initial  Planning 

When  Captain  Matema  identified  initial  planning  as 
causing  "the  most  recurring  problems"  during  the  implemen¬ 
tation  of  a  IMS  program,  he  acknowledged  that  the  term  was 
"somewhat  all  encompassing  [24:145]."  This  research  dis¬ 
covered  a  similar  ambivalence  about  the  term  which  contribu¬ 
ted  to  a  divided  opinion  as  to  whether  or  not  initial  plan¬ 
ning  was  a  problem  in  PEA. 03  Z33RA  [See  Figure  2).  Two 
aspects  of  this  stage  of  development  did  stand  out,  however: 
the  Master  Plan  and  the  question  of  adequate  TILS  manning  in 
the  3P0 . 

The  Master  Plan  as  a  management  tool  drew  universal 
praise.  A2.tk.ough  many  of  the  interviewees  cautioned  against 
a  tendency  to  view  the  Plan  as  immutable  law  rather  than 
simply  a  useful  guide ,  the  document  was  lauded  for  its 
utility  as  a  vehicle  for  bringing  the  necessary  personnel 
into  the  planning  stages  early  as  well  as  its  usefulness  as 
a  common  baseline  and  reference  point,  lor  example,  when 
drawing  up  the  P-16  Master  Plan,  the  USA?  looked  at  the  pro¬ 
duction  capabilities  of  the  ma-’or  P-16  contractors,  the 
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contractor  vendors ,  and  the  suppliers  of  various  government 
furnished  items,  Ihe  availability  and  scheduling  of  con¬ 
tractor  and  military  manoower ,  aircrew  and  maintenance 
training,  spares,  and  munitions  were  also  examined 

liven  this  strong  consensus,  a  Master  liar  appears 
mandatory  for  all  new  systems  having  a  foreign  sale  poten¬ 
tial.  While  such  a  suggestion  seems  self-evident  given 
today's  tremendous  IMS  activity,  the  ?-'"3,  for  example, 
was  without  such  a  Plan  at  the  time  of  this  writing. 

Purthermore,  the  Master  Plan  needs  to  expand  its 
definitional  framework.  In  the  case  of  the  P-1S,  the  Plan 
was  justified  on  the  oasis  of  production  capability, 
logistical  support,  and  other  technical  reasons.  However, 
it  was  suggested  hy  several  individuals  that  the  criteria 
be  expanded  to  include  "system  maturity,"  a  parameter  which 
addresses  the  stability  and  predictability  of  the  system's 
design,  performance,  and  support ability.  Although  a  more 
theoretical  criterion  and  therefore  less  quantifiable,  it 
was  stressed  that  any  PMS  undertaking  consummated  before 
some  sort  of  performance  history  had  been  compiled  on  the 
system  risked  expensive  and  often  times  embarrassing  errors 
in  subsequent  support  and  training  rearrangements. 

Phis  said,  however,  it  is  nevertheless  a  reality  of 
IMS  that  sales  are  sometimes  negotiated  on  little  or  no 

In  such  cases,  it  is  critical 


performance  history 


that  th 


■  --r”  '  ur.:ry  :  e  advised  of  this  so  that  they  fully 

:  impreb-r  i  'he  ur certainty  inherent  in  tie  planning  process. 

.  inn  1~,  lie  Easier  liar  needs  to  be  considered  as 
earl”  -s  possible  in  cie  acquisition  process.  It  must  be 
'in  ant i cipac ion  of”  raider  chan  "in  reaction  to"  possible 
sales  id  ip  is  co  be  recognized  as  a  useful  planning  tool 
racier  ciar  an  adter-tbe-dact  racionalization.  It  might  be 
argued  oiao  tie  Master  Plan's  importance  is  negligible  any¬ 
how  when  its  message  can  be  seemingly  ignored  as  iappened 
in  PEACB  ZB2BA.  But  even  if  overturned,  two  significant 
benefits  accrue  to  ohe  fact  tiat  a  Master  Plan  was  even 
drawn  up.  First,  tie  preservation  of  a  coordinated  service 
position  irdicaces  a  degree  of  cooperation  has  been  aciieved 
tiat  will  be  beneficial  during  tie  lacter  implementation 
stages.  Second,  tie  collective  effort  to  identify  poten¬ 
tial  problems  tiat  is  inierent  in  cie  formulation  of  a 
Master  Plan,  gives  everyone  involved  an  early  start  on  tie 
important  task  of  problem  resolution. 

'This  suggestion  of  early  IMS  planning  raises  tie 
second  issue  of  manpower.  A  concern  voiced  by  tie  P-^o  SPO 
and  seconded  by  many  otiers  was  tie  difficulty  tie  SPC  bad 
in  getcing  IMS  manpower  assigned,  particularly  early  on  when 
tie  important  work  was  being  done  on  tie  Master  Plan,  PSA. 
requests,  etc.  Mot  until  PMS  funds  are  appropriated  can 
manpower  authorizations  even  be  justified,  and  then  actual 


still  lead  time  away, 
are  Congress  ionally— irrosed 
manpower  ceilings  for  LCD  personnel  that  include  people  who 
work  on  security  assistance  programs. 

SFO  3HS  manning  needs  to  be  increased.  HIS  are  not 
an  aberration,  but  rather  a  consistent  theme  in  cur  national 
policy  and  the  Air  Force  should  plan  accordingly.  The  F-'c 
SFO  was  more  fortunate  than  most  because  they  could  draw  on 
resident  expertise  from  the  SPG  side  of  the  house  to  help  in 
the  Iranian  HIS  planning,  but  that  was  a  unique  situation. 

It  is  recognized  that  only  limited  narrower  exists 
to  deal  with  all  of  the  Air  Force's  mission  responsibilities 
and  that  HIS  manpower  requirements  must  compete  with  these 
other  needs.  Some  relief  has  been  forthcoming,  but  these 
additional  manpower  spaces  hare  generally  been  at  the  expense 
of  other  U.3.  programs 

A  long-term  solution  is  to  continue  pressing  for 
legislature  relief  from  established  statutory  manpower 
ceilings  for  manpower  dedicated  to  HIS.  But  short-run 
options  must  also  be  explored.  One  suggestion  was  to  build 
a  specific  lead  time  into  every  sale  which  allows  for  this 
personnel  acquisition  delay  before  work  on  a  sale  could 
actually  begin.  It  is  doubtful,  however,  that  the  customer 
country  would  be  satisfied  with  such  an  arrangement. 

Another  possibility  might  be  to  position  sufficient  HIS 


personnel  to  fill  the  slots  are 
Further  compounding  the  problem 
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talent  in  a  "matrix  3P0”  in  the  SiS  Division  at  APSO  Head¬ 
quarters  which  could  fill  the  void  for  the  various  310s 
■until  remanent  personnel  were  on  hoard,  Phis  cadre  could 
help  with  early  Master  Plan  deliberations  as  well  as 
initial  P&3,  PIA  studies. 

Ihe  authors  found  the  manpower  area  a  sufficient 
limitation  in  the  2iIS  process  to  warrant  further  study  to 
find  a  solution.  3ur  unoil  that  solution  is  found,  the 
SPCs  nust  he  rrerared  to  draw  rersonnel  from  other  offices 
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.-rases  PM3 -re-Planrina  and  -re-LCA  Activity 
i-o'^-l--  factor:  Parly  MAJ'CCH  Invo'lv~emenr'~ 

liven  the  even  split  among  the  interviewees  on  this 
subject  'figure  2),  it  was  concluded  that  early  MAJCOM 
involvement  had  improved  significantly  since  laptain  Matema 
found  it  to  he  "one  of  the  most  significant  problems  '24:35'." 
Ihe  concerns  e:cpressed  in  this  area  centered  largely  on  the 
perceived  failure  of  the  IMS  process  to  adequately  consider 
logistical  support  early  enough.  Ihe  contributing  cause  of 
this  perception  was  the  rejection  of  the  Air  force’s  position 
on  early  Iranian  aircraft  deliveries. 

Offsetting  this  concern,  however,  was  'unanimous 
oraise  for  the  Presentation  Team  annroach.  Just  as  the 


an  served  to  bring  the  various  IMS  pac 
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together  early,  so  too  did  the  Presentation  learn  oerform  a 


the  Presentation  Team.  No  one  perceived  a  Terms  of  Refer- 
ence  as  all-inclusive  guidelines,  but  rhey  did  see  such  a 
document  as  a  means  dor  requiring  the  policymakers  to  out¬ 
line  a  formal  position  on  the  sale.  A  formal  Terms  of 
Reference,  if  was  argued,  would  fin  some  of  char  responsi¬ 
bility  at  the  level  where  such  decisions  were  actually 

[  ^  being  made. 

I  While  confirmation  or  dis confirmation  of  such  a 

perception  is  clearly  beyond  this  rhesis,  it  is  raised  here 
because  if  was  so  often  alluded  to  during  the  interviews. 
Even  were  if  not  true,  rhe  fact  char  202  does  nor  make  RMS 
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;  policy  would  seen  ro  mandate  some  kind  of  document  from  the 

•  State  department  outlining  program  guidance  for  any  pros- 

I 

;  pective  Presentation  Team. 


^n  his  '’975  thesis,  Saptain  Xafema  described  the 
status  of  this  problem  factor  as  follows: 


utilisation  of  the  Weapon  System  Planning  learn  concept. 
Established  subsequent  to  General  Poe's  Presentation  lean 
visit  in  September  ^975,  the  VS PI  was  charged  with  arriving 
at  agreed-upon  planning  factors  with  the  Iranian  Air  Porce. 
General  Rutter's  team  had  representatives  from  ail  the 
major  PEACE  ZEBRA  participants  (Air  Staff,  APSC ,  APEC,  PAG) 
including  the  contractor  (General  Dynamics).  Ihus ,  just  as 
with  General  Poe's  Presentation  learn,  the  structure  of  the 
group  fostered  the  proper  cross-fertilisation.  Por  example, 
PAG  was  able  to  stay  on  top  of  the  different  training 
schemes  because  its  representative  to  the  VSP1  was  involved 
first-hand  in  the  negotiations.  APLC  was  able  to  better 
clarify  the  support ability  issue  for  the  same  reason. 

Ihe  centralization  versus  decentralization  issue  was 
broached  in  the  context  of  the  VS PI .  Again,  without  passing 
judgement  on  the  veracity  of  the  perception,  it  is  argued, 
as  before,  that  a  Perms  of  Preference  should  accompany  each 
VSPP  visit. 

finally,  the  HAAG  appeared  to  have  played  a  very 
constructive  role  in  PEACE  ZEBRA,  particularly  during  the 
Offer  Development  phase.  As  the  on-scene  representatives 
during  the  negotiations,  the  HAAG  answered  the  numerous 
follow-on  questions  which  arose  after  each  team  visit, 
moreover,  by  anticipating  problems,  the  HAAG  was  able  to 
better  prepare  the  visiting  teams  for  what  issues  might  be 


58 
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rejection  by  Iran  of  the  final  VSPD  presentation  of  the  LOAs 
in  March  1977)  the  planning  for  Iran's  ISO  ?-16s  was  mired 
down  in  conflicting  and  often  politically-motivated  pricing 
proposals.  In  defense  of  the  participants,  some  of  the 
confusion  was  directly  attributable  to  the  tremendous  built- 
in  complexity  of  the  B-16  program.  lor  example,  the  U.3. 
program  was  priced  in  1975  dollars.  This  was  also  true  for 
the  3HG  countries,  but  with  the  added  twist  of  a  $6,091 
million  not-to-exceed  price.  Meanwhile,  General  Dynamics 
was  quoting  1975  dollars,  at  target  costs,  while  the  2CD 
couched  its  prices  in  then-year  dollars  with  estimates  of 
ceiling  costs. 

Overlaying  this  entire  picture,  according  to  these 
involved  in  the  negotiations,  was  the  Shah’s  insistence  that 
he  not  pay  anymore  chan  the  Z?G  countries.  He  was  partic¬ 
ularly  concerned  that  it  not  appear  to  others  that  he  was 
being  "gouged"  by  the  Americans.  But  this  perception  was 
difficult  to  avoid  given  the  various  and  conflicting  means 
of  pricing.  So  the  Shah  constantly  sought  new  pricing 
profiles  to  reflect  the  lowest  per  "unit  cost  for  his  public 
relations  purposes.  Ihis  was  the  primary  reason  Iran 
rejected  the  proposed  LOAs  in  March  which  led  to  a  downward 
revision  in  the  support  package  to  '’2  months  (originally  was 
26  months),  thereby  lowering  the  all-imporcart  per 
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Iran  was  not  the  only  party  guilty  of  political 
motivations.  Both  the  U.S.  and  the  EPG  had  priced  in  1975 
year  dollars  to  keep  the  figures  as  low  as  possible  so  as 
not  to  alarm  their  respective  Congresses  and  Parliaments. 

The  not-to-exceed  price  was  an  additional  ploy  to  help  ease 
the  P-16  program  through  the  more  financially  scrapped 
Buropean  countries.  The  contractor's  motivation  for  '’975 
year  dollars  and  target  prices,  according  to  several  inter¬ 
viewees,  was  a  salesman's  approach  to  make  the  program  as 
attractive  as  possible  to  potential  buyers.  Finally,  the 
DOD's  philosophy  was  to  deal  in  then-year,  ceiling  prices  to 
give  the  Iranians  a  better  idea  of  what  they  would  actually 
pay  when  the  aircraft  were  delivered  in  1911. 

Against  this  background  of  competing  motivations,  a 
consistent  policy  seems  necessary.  One  school  of  thought 
recommended  that  policy  be  established  on  a  system-by¬ 
system,  or  country-by-country  basis.  This  would  allow 


flexibility  for  the  many  differences 
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customer  country  domestic  realities.  However,  as  was 
experienced  in  PEACE  ZEBRA,  it  is  exactly  these  different 
country  arrangements,  and  the  inevitable  comparisons  made, 
that  compounded  the  confusion. 

The  most  plausible  solution  appears  to  be  a  stan¬ 
dard  policy  for  all  customers  with  prices  stated  in  current 
year  dollars.  The  pricing  figures  would  be  provided  in  a 


package  format,  including  separate  statements  for  the  fly¬ 
away  aircraft,  as  well  as  "probable"  escalation  rates  and 
supportability  costs.  Phrased  in  current  year  dollars,  the 
P&A  data  would  be  more  understandable  during  the  negotia¬ 
tions  and,  critically,  would  be  auditable.  On  the  debit 
side,  such  an  arrangement  could  foster  that  (mis)  perception 
of  price  gouging  when  payment  became  due  at  a  cost  well 
above  the  stated  LOA  prices  because  of  escalation,  etc. 
Pricing  does  not  lend  itself  to  facile  solutions  ana,  as 
with  the  HIS  manning  issue,  warrants  further  study. 

Availability  reliability.  Accompanying  the  question  of 
pricing  particulars  are  the  twin  problems  of  availability 
and  reliability  of  PSA  data,  particularly  on  new  systems. 
Procurement,  production,  and  support  costs  on  existing 
systems  can  usually  be  determined  from  historical  records, 
although  the  actual  availability  of  the  items  may  be  a 
problem.  But  at  least  the  data  exist,  ‘.v'ith  the  newer 
systems,  the  production  and  support  costs  for  many  of  the 
items  are  not  known  and  hence  must  be  estimated.  And  as 
has  been  noted  elsewhere  in  this  thesis,  during  the  early 
stages  the  configuration  is  still  ’unstable  and  PSA  data  may 
be  provided  for  equipment  that  will  never  even  appear  on  the 
operational  system. 

Bhere  is  no  way  around  this  when  the  decision  has 
been  made  outside  DCB  to  sell  a  system  like  the  P-'5  early 


in  its  operational  life.  Yet  the  risk  and  uncertainty 
inherent  in  such  a  sale  must  he  continually  reinforced  to 
the  prospective  buyer. .  That  appears  to  have  been  done  wel 
during  the  PEACE  ZEBRA  negotiations ,  but  it  is  a  point 
future  teams  must  bear  in  mind. 

Intertwined  with  both  the  pricing  and  availability 
issues  is  the  basic  question  of  data  reliability.  It  was 
noted  in  the  discussion  on  P&A  availability  that  it  is 
often  questionable  whether  or  not  the  data  even  exist,  yet 
figures  are  somehow  always  derived.  Thus  the  question 
becomes  how  best  to  do  this  very  difficult  and  subjective 
task. 

luring  the  PEACE  ZEBRA  negotiations ,  the  PSA. 
gathering  effort  was  orchestrated  by  the  Directorate  of 
International  Programs  at  the  Air  Staff  and  involved  APLC 
(primarily  Ogden  ALC  and  the  APALD),  APSC  (i.e.,  the  ?-',6 
3P0),  TAG,  and  General  Dynamics.  Through  a  series  of 
meetings  held  at  either  the  Pentagon,  the  SPO,  or  the  ABC — 
chaired  by  Air  Staff  representatives — the  data  were  sifted 
and  consolidated  and  finally  submitted  to  the  Directorate 
of  International  Programs  for  inclusion  in  the  proposed 
Letter  of  Offer.  Rot  everyone  appears  to  have  been  satis¬ 
fied  with  that  arrangement,  however,  and  positions  once 
again  hardened  around  the  centralization  versus  decentra¬ 
lization  issue.  Specif ically ,  the  SPO  and  APLC 
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representatives  argued  dor  the  lead  command  approe.ch  where 
the  independent  P&A  efforts  of  the  participating  commands 
would  he  focused  at  a  single  command.  Under  this  arrange¬ 
ment,  the  field  coordination  necessary  to  prepare  the  Letter 
of  Offer  would  he  accomplished  at  MAIOCK  level  where  the 
data  were  actually  collected  and  prepared.  This ,  they 
argued,  was  consistent  with  the  principle  of  placing 
authority  where  the  ultimate  implementing  responsibility  lay. 
It  was  alleged,  for  instance,  that  data  submitted  from  the 
SPO  to  the  Directorate  of  International  Programs  were  revised 
before  they  went  into  the  Letter  of  Offer  without  consulting 
back  with  the  SPO  on  the  changes. 

The  Air  Staff  held  a  different  viewpoint.  Their 
chief  objection  was  that  the  lIAJCCMs  lacked  the  proper 
"macro"  perspective  necessary  for  this  task,  furthermore, 
they  feared  that  disagreements  between  the  lead  and  partici¬ 
pating  commands  would  cause  coordination  problems  and  other 
inefficiencies.  As  to  the  sanctity  of  the  numbers,  Air 
Staff  representatives  countered  that  changes  were  mainly  to 
fit  the  LCA  format  and  any  revisions  were  always  upward. 

Whether  for  philosophical,  jurisdictional,  or 
Lachiaveliean  reasons,  these  differing  systems'  perspec¬ 
tives  of  the  various  organizational  elements  are  troubling. 
The  authors  suggest  a  compromise  position.  There  is  con¬ 
siderable  merit  in  the  observation  that  only  the  Air  Staff 
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has  the  appropriate  ’'macro"  perspective  for  an  arms  sale. 
Colocated  in  Washington  D.C.  with  the  major  HIS  policymaking 
organisations,  the  Air  Staff  is  more  attuned  to  the  politi¬ 
cal  realities  of  a  particular  sale.  Yet,  this  "macro" 
perspective  on  the  total  arms  sale  does  not  necessarily 
correlate  to  the  more  specific  problem  of  P& A  data.  In 
fact,  it  is  the  agencies  directly  responsible  for  the  data — 
at  the  MAJCOM  level  and  below — that  have  the  needed  "micro" 
perspective  for  the  judgements  involved  in  balancing 
pricing,  availability,  and  reliability  tradeoffs.  By  decen¬ 
tralising  the  process  to  this  level,  it  is  anticipated  that 

A 

the  preparation  of  PSA  data  would  improve. 

finally,  even  if  the  lead  command  approach  is 
instituted,  more  attention  needs  to  be  given  toward  assuring 
better  communications  among  the  principals.  Che  allegation 
of  revising  PSA  inputs  is  a  case  in  point.  Despite  denials 
by  several  Air  Staff  representatives ,  it  was  learned  that 
some  figures  were  changed  without  coordination  with  the 
originators.  Dhat  they  were  revised  is  not  particularly 
troublesome  since  LOA  format  requirements  sometimes  neces¬ 
sitated  differing  aggregations  or  separations  of  the 


‘Others  apparently  share  this  feelinsr.  On  29  Novem¬ 
ber  '19'73  a  Program  Management  Directive  (PMDy  was  issued 
calling  for  a  one-year  test  of  the  lead  command  concept  ^33). 
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submitted,  figures.  Sven  "upward"  revisions  might  be 
expected  given  the  tremendous  uncertainty  of  the  program. 

But  doing  so  without  coordination  or  explanation  to  the 
originators  seems  inconsistent  with  the  need  for  teamwork 
and,  in  hindsight,  probably  contributed  to  the  opinions 
surrounding  the  centralization. 'decentralization  issue. 

ADDITIONAL  PR03LZM  PACTCRS 

As  was  noted  in  Chapter  1 ,  initial  research  of  the 
PEAC3  ZZBRA  story  led  to  the  inclusion  of  contractor 
involvement,  concurrency,  and  political  constraints  as  three 
problem  factors  requiring  additional  study.  As  these 
factors  are  typically  prevalent  throughout  the  SMS  process, 
they  will  be  examined  without  regard  to  the  IMS  phases  and 
the  reader  is  urged  to  remember  that  they  can  impact  each 
phase  in  some  fashion. 

Problem  Pactor:  Contractor  Involvement 

It  has  been  noted  several  times  that  the  DOD  is  not 

in  the  IMS  business  as  an  advocate,  but  as  an  implementor. 

Indeed,  DOD  policy  states  that 

To  the  extent  practicable,  the  Department  of 
Defense  will  assist  *J.S.  industry  in  making  sales 
directly  to  foreign  governments.  Relationships 
with  industry  will  be  forthright,  factual,  and 
will  avoid  all  connotation  of  favoritism  152:32'. 

But  the  probabilities  of  industry- to -Dp reign  government 

sales  have  decreased  over  the  years  for  two  reasons.  Pirst , 
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the  Arms  Export  Control  Act  of  '!976  required  that  sales  of 
articles  and  services  totaling  S25  million  or  more,  or 
defense  equipment  of  $7  million  or  more,  be  submitted  to 
Congress  for  approval  (AS).  These  dollar  ceilings  effec¬ 
tively  removed  most  ma-‘or  weapon  system  sales  from  indus¬ 
try's  grasp. 

The  second  reason  involves  an  important  distinction 
between  COD  sponsored  sales  and  industry  sales — support. 

When  the  CCC  manages  a  sale,  it  delivers  a  fully  supportable 
system  whereas  the  contractor  is  primarily  concerned  with 
the  airframe  alone.  There  is  a  parallel  situation  with 
pricing.  Prices  quoted  by  the  U.3.  government  in  an  1CA 
cover  a  complete  weapon  system  package  including  support. 
Contractors,  on  the  other  hand,  conservatively  estimate 
their  prices  to  promote  sales  and  may  ignore  spares,  support 
equipment,  training,  etc.  Purchasing  governments,  con¬ 
fronted  with  an  oftentimes  stark  price  discrepancy  between 
the  two  quoted  baselines,  grow  skeptical  of  the  integrity 
and  good  intentions  of  the  CSC-. 

This  is,  of  course,  exactly  what  happened  in  PEACE 
ZZ3SA  and  had  Iran  not  been  alert  to  this  from  previous 
incidents  with  contractors,  the  General  lynamics  pricing 
letter  might  well  have  scuttled  the  entire  sale.  It  was 
this  one  glaring  incident  that  earned  contractor  involvement 
a  strong  identification  by  our  interviewees  as  a  problem 

- . - C3  “*■ - *  -A  /  • 


77 


fiO  I- 


PRESENTATION  OF  THE  LETTER  OF  OFFER  AND  ACCEPTANCE  TO 
IRAN  FOR  THE  F -  16 : . . < U )  AIR  FORCE  INST  OF  TECH 
WRIGHT-PATTERSON  AFB  OH  SCHOOL  OF  SYST.. 

UNCLASSIFIED  J  M  MCCLAUGHTERY  ET  AL .  JUN  79  F/G  5/1 


MICROCOPY  RESOLUTION  TEST  CHART 

NATIONAL  BUREAU  Of  STANDARDS  1%3  A 


participation,  but  more  responsible  involvement.  Once 
contractors  appreciate  the  importance  of  realistic  and 
comprehensive  estimates  as  well  as  the  counterproductiveness 
of  premature  prices  and  availabilities ,  then  they  can  ful¬ 
fill  their  necessary  role  in  MS  negotiations.^ 

Problem  Factor:  Weapon  System  Concurrency 

Acknowledged  by  every  one  of  our  interviewees  as  a 
problem  factor  (Pigure  3 ) ,  the  concurrency  issue  permeated 
this  entire  sale.  Prom  the  very  outset,  the  Air  Porce 
position  reflected  a  concern  that  the  rapid  initial  intro¬ 
duction  of  the  P-16  at  eight  bases  in  six  countries  in  24 
months  carried  with  it  high  levels  of  risk  and  uncertainty. 
The  concurrency  problem  was  especially  acute  in  the  logis¬ 
tics  area  since  the  program  was  to  be  carried  out  with  no 
buffer  stock,  no  support  base  and  preciously  little  opera¬ 
tional  experience.  The  comparison  drawn  in  Chapter  1  between 
the  P-4  and  P-16  demonstrated  the  point  vividly. 

The  implications  of  concurrency  were  constantly  put 
before  the  Iranians  by  the  HAAG  and  every  visiting  team. 
Spares,  support  equipment,  and  training  were  all  highlighted 
as  especially  sensitive  to  the  early  nature  of  the  program. 


^It  should  be  pointed  out  that  all  interviewees  had 
high  praise  for  the  constructive  role  of  the  contractor 
after  the  lessons  learned  from  the  General  Dynamics '  letter. 
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Ironically,  it  appears  it  was  members  in  the  U.3. 
community  who  did  not  fully  appreciate  the  difficulties. 

The  Master  Plan  was  an  example.  The  Air  Force's  conserv¬ 
ative  stance  on  early  aircraft  deliveries  was  based  on  a 
42-month  leadtime  for  spares  as  well  as  an  intuitive  concern 
for  the  concurrency  of  the  F-16  program.  And  while  the  Plan 
may  have  been  overturned  for  essentially  political  reasons, 
an  interesting  consensus  among  the  people  interviewed  was 
discovered:  no  one  outside  the  logistics  community  believed 
the  42-month  figure.  They  all  felt  it  was  unduly  pessi¬ 
mistic.  Yet  the  AFLC  representatives  interviewed  acknow¬ 
ledged  that  even  with  the  management  efforts  undertaken, 
the  42-month  figure  would  have  proven  too  short  and  the  TJSG 
could  have  been  embarrassed  by  the  shortfall. 

In  President  Carter's  19  May  1977  statement  on 
Conventional  Arms  Transfer  Policy,  he  stated  that  "... 
any  commitment  for  sale  or  coproduction  of  [advanced  weapon 
systems]  is  prohibited  until  they  are  operationally  deployed 
with  TJ.S.  forces  .  .  .  [73."  Although  the  President  was 
trying  to  remove  the  incentive  to  promote  foreign  sales  in 
order  to  lower  DOD  unit  costs,  his  policy  is  also  applicable 
to  the  concurrency  problem.  System  maturity  needs  to  be 
attained  if  we  are  to  reduce  the  uncertainty  inherent  in  IMS 
negotiations.  Only  then  ’will  the  data  record  be  sufficiently 
comprehensive  to  allow  realistic  P&A  computations  and  support 
planning. 

k 
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Still ,  the  political  realities  of  MS  which  often 
override  planning  guidance  cannot  he  ignored.  Por  example, 
sales  of  advanced  new  systems  to  Saudi  Arabia  would  violate 
this  need  for  system  maturity,  yet  few  would  argue  the 
wisdom  of  such  a  sale,  especially  after  Iran's  recent 
upheavals.  So  while  counseling  against  the  sale  of  newly- 
developed  weapon  systems,  the  DOD  must  recognize  the  high 
probability  that  such  sales  will  still  occur  and  put 
special  emphasis  in  the  initial  planning  stages  of  a  weapon 
system  on  the  requirement  for  better  planning  and  pricing 
techniques  for  MS. 

Problem  Factor:  Political  Constraints 

That  politics  are  inherent  in  an  MS  was  strongly 
reenforced  by  PEACE  ZEBRA  and  by  those  interviewed  (Pigure 
3).  Literally  every  major  aspect  of  tills  sale  was,  in  some 
part,  driven  by  a  political  factor.  At  the  macro  level, 
the  U.S.  willingness  to  sell  F-1€s  to  Iran  was  a  political 
decision  postulated  on  the  U.S.'s  strategic  security 
interests  in  the  Persian  Gulf  as  well  as  the  importance  of 
Iranian  oil  supplies  and  given  further  impetus  by  President 
Nixon's  1972  decision  to  sell  Iran  virtually  any  conven¬ 
tional  weapon  it  wanted  (23:28). 

These  political  mandates  also  drove  more  mundane 
problems.  The  Air  Porce's  request  for  later  aircraft 
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deliveries  fell  prey  to  the  politics  of  the  case.  Simi¬ 
larly,  the  Iranians  exerted  tremendous  leverage  throughout 
the  negotiations — changing  groundrules,  demanding  different 
pricing  schemes — "because  of  their  politically  strong 
bargain lag  position. 

The  existence  of  the  political,  factor  is  not 
startling;  it  has  "been  consistently  pointed  out  that  the 
DOD  only  responds  to  the  policy  outlined  "by  the  leadership 
in  Congress,  State  Department,  and  the  White  House.  But 
the  performance  of  the  DOD  in  dealing  with  this  factor  was 
instructive.  Rather  than  submitting  quietly  to  the  pres¬ 
sures  for  early  aircraft  deliveries ,  the  Air  Force  defended 
its  concerns  in  a  professional  and  forthright  manner.  That 
is  how  it  should  be.  The  DOD  must  not  shy  away  from  the 
obligation  to  provide  a  factual  and  comprehensive  analysis 
of  each  potential  arms  sale  to  those  who  decide  the  merits 
of  a  sale.  The  IKS  decision  process  requires  that  input. 

STMiAHI 

In  review,  this  chapter  has  used  the  results  of  the 
nine  structured  interviews  as  the  basis  for  an  examination 
of  the  problem  factors  selected  for  study  by  the  authors. 
Figure  4  summarizes  the  complete  results  of  the  interviews 
on  a  histogram.  As  depicted,  the  PEACE  ZEBRA  sale  con¬ 
tained  all  of  the  problem  factors  selected  for  study,  but 
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only  the  areas  of  initial  planning,  pricing,  contractor 
involvement,  concurrency,  and  political  constraints  were 
cited  "by  a  majority  of  those  interviewed  as  problems. 

It  is  recognized  that  one  must  be  careful  in  attemp¬ 
ting  to  generalize  from  one  particular  IMS  case  to  another. 
Each  has  its  own  subtleties ,  especially  in  the  political 
context,  that  sets  it  apart.  Still,  some  hey  items  mani¬ 
fested  themselves  during  the  Iranian  sale  negotiations  which 
should  interest  future  researchers  as  well  as  DOD  personnel 
involved  in  subsequent  IMS.  Armng  those  items  of  interest 
are  the  Master  Plan,  IMS  manning,  pricing  arrangements, 

Terms  of  Reference,  the  Presentation  Team  approach,  and  the 
lead  command  concept.  Each  of  these  merits  special  atten¬ 
tion  in  future  RMS  planning  and  it  is  the  conclusions  and 
recommendations  on  these  matters  that  form  the  twin  foci 
of  Chapter  5- 
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SUMMARY,  CONCLUSIONS,  RECOMMENDATIONS 
SUMMARY 

This  final  chapter  begins  with  a  summary  of  the 
impetus  behind  the  research  effort,  the  methodology 
employed,  and  the  three  variables — IMS  phases,  management 
tools,  and  problem  factors — upon  which  the  study  was  based. 
Next ,  the  conclusions  of  the  thesis  are  discussed  by  an 
examination  of  the  four  research  questions.  The  final 
section  of  the  chapter  outlines  the  recommendations  of  the 
study,  provides  suggestions  for  further  study,  and 
reinforces  the  accomplishment  of  the  research  objectives. 

Impetus  for  Study 

The  goal  of  this  thesis  was  to  add  to  the  IMS  body 
of  knowledge  by  studying  a  specific  aims  sale,  analyzing  it 
through  the  use  of  selected  problem  factors  associated  with 
the  preparation  of  the  LOA,  and  finally,  extrapolating  any 
recommendations  that  might  prove  useful  for  future  arms 
sale  practitioners.  The  sale  was  the  1977  arms  transfer 
of  160  1-1 6s  to  Iran,  code  named  PEACE  ZEBRA.  Although 
since  cancelled  by  the  post-Shah  revolutionary  government, 


the  validity  of  this  purchase  as  a  topic  for  study  has  not 
diminished  since  the  focus  of  the  research  centered  on  the 
operating  assumptions  of  the  LOA  negotiations  and  not  on  the 
merits/demerits  of  the  sale  itself. 

The  combination  of  three  factors  made  PEACE  ZEBRA 
an  attractive  area  for  study.  Eirst ,  it  was  the  next  major 
weapons  sale  to  follow  an  exploratory  thesis  done  by  Hatema 
in  197S  in  which  four  specific  problem  factors  associated 
with  the  LOA  process  were  highlighted.  The  Iranian  sale 
offered  an  opportunity  to  validate  these  factors  in  a 
specific  case  environment.  Second,  the  inclusion  of  the 
E-16  added  an  interesting  slant  to  the  study.  As  America's 
newest  fighter  system  and  already  possessed  of  an  ambitious 
ETCS  dimension  through  the  SPG  consortium  agreement,  the  E-1S 
offered  a  tremendous  management  challenge  to  the  Air  Eorce’s 
acquisition  community  even  before  the  Iranian  developments. 
With  Iran's  purchase,  the  E-16  program  posed  what  one  senior 
official  called  "unprecedented"  challenges  (37:1)*  Finally, 
the  involvement  of  Iran,  with  its  major  geo-political  impor¬ 
tance  and  its  economic  status  as  the  largest  buyer  of  IKS 
from  the  GSG,  injected  an  element  of  national  security 
significance  into  the  sale. 

Research  Methodology 

This  research  was  conducted  in  two  phases.  The 


initial  stage  consisted  of 


a  documentary  search  and 
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review  which  laid  the  essential  foundation  for  the  study. 
This  was  basically  a  literature  survey  of  the  qualitative 
information  available  in  the  P-16  SPO ,  APLC's  International 
Logistics  Center,  and  the  Air  Staff's  Directorate  of  Inter¬ 
national  Programs.  The  second  stage  consisted  of  a  series 
of  interviews  with  nin  key  individuals  representing  the 
primary  U.S.  organizational  elements  involved  in  the  sale 
(Air  Staff,  P-16  SPO,  and  Air  Porce  Logistics  Command). 
Conducted  on  a  non-attribution  basis,  the  opinions  gained 
here  were  evaluated  and  synthesized  with  the  documentary 
evidence  initially  collected  to  form  this  study's  analysis, 
conclusions,  and  recommendations. 

PMS  Phases,  Management  Tools,  and  Problem  Pactors 

What  resulted  from  this  research  was  a  study  of  the 
PEACE  ZEBRA  sale  built  around  three  related  variables. 
Chapter  2  establishes  the  context  of  the  sale  by  introducing 
the  first  variable — the  seven  chases  of  an  IKS.  As  depicted 
in  Pigure  1,  page  27,  these  phases  began  with  IKS  Pre- 
Planning  and  ran  through  sale  Closure.  This  study,  because 
it  was  concerned  only  with  the  negotiations  leading  up  to 
the  signing  of  the  first  two  LCAs ,  dealt  with  the  following 
phases:  IKS  Pre-Planning,  Pre-LOA  Activity,  Offer  Devel¬ 
opment,  Congressional  Review,  and  Offer  and  Acceptance. 

Chapter  2  also  discussed  the  second  variable,  a 
series  of  manasement  tools  available  to  IKS  officials. 
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These  included  the  IMS  Master  Plan,  the  team  concept,  the 
Letter  of  Intent,  the  lead  command  concept,  and  the  LOA 
itself.  As  described  in  Chapter  3,  each  of  these  tools  was 
employed  during  the  PEACE  ZEBRA  negotiations. 

The  final  variable  was  a  series  of  problem  factors 
around  which  the  analysis  in  Chapter  4  was  developed.  At 
the  outset  of  the  research  effort,  only  the  four  factors 
outlined  by  Matema  were  chosen  for  study.  These  were 
initial  planning,  early  MAJCOM  involvement,  coordination 
subsequent  to  initial  planning,  and  lead  time  for  price  and 
availability  data.  But  during  the  initial  documentary  searc 
and  review,  three  additional  factors  were  discovered  and 
added  for  study:  contractor  involvement,  program  concur¬ 
rency,  and  political  constraints. 

CONCLUSIONS 


Research  Question  y'1 

What  was  the  historical  background  cf  PEACE  ZEBRA? 

This  question  was  answered  by  an  examination  of  the 
dual  importance  of  the  P-16  and  Iran  to  this  arms  transfer. 
For  the  P-16,  the  critical  poinr  was  the  tremendous  concur¬ 
rency  of  the  program,  a  concern  compounded  by  the  relative 
immaturity  of  the  aircraft  design.  Not  only  were  Air  Porce 
planners  concerned  with  the  rapid  program  buildup  that 
included  basing  an  eight  different  locations  in  six 
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countries  in  24  months  (37),  hut  they  also  had  to  contend 
with  the  problems  of  early  configuration  instability  and 
the  resulting  implications  for  logistical  support. 

Iran  was  discussed  in  terms  of  the  three  important 
aspects  of  any  IMS  sale:  political,  military,  and  economic 
Politically,  America's  close  relationship  to  Iran  was 
examined,  beginning  with  the  initial  support  supplied  the 
Shah  that  allowed  him  to  gain  power  through  President 
honor's  unilateral  assurance  that  Iran  could  buy  whatever 
conventional  weapons  it  needed. 

Militarily,  the  policy  of  supplying  arms  to  Iran 
was  deemed  important  for  several  reasons.  Iran  had  a 
critical  strategic  location  as  buffer  between  the  Soviet 
Union  and  valuable  Mideast  oil.  Also,  by  strengthening 
Iran,  it  was  possible  to  employ  the  Mixon  Doctrine  to 
maintain  a  friendly,  stabilising  force  in  the  Mideast. 

Economically,  oil  was  the  all-important  factor, 
but  also  included  in  the  arguments  for  sale  were  the  U.3. 
balance  of  payments  deficit,  and  a  sizeable  economic 
investment  by  the  U.S.  private  sector. 

All  three  of  these  characteristics  combined  to  give 
Iran  substantial  negotiating  leverage,  a  leverage  they  were 


Zesearch  Question  #2 

How  did  PZA3Z  SZBZA  fit  into  the  PUS  process? 

As  developed  in  Chapters  2  and  3 ,  it  was  found  that 
PEACZ  ZZ35A  basically  adhered  so  she  classical  PMS  cycle 
with  a  certain  amount  of  overlap  between  the  Pre-LOA 
Activity  and  Offer  Development  phases.  ITiS  Pre-Planning 
was  highlighted  by  the  debate  over  the  Master  Plan  in  which 
the  Air  Porce's  position  on  mid-"!98t  aircraft  deliveries  wa 
overturned  for  a  more  accelerated  schedule  (July  '"980). 

The  next  phases ,  Pre-LOA  Activity  and  Offer  Development , 
merged  together  in  the  form  of  the  USAP  Presentation  Team 
which  briefed  Iranian  officials  on  the  outlines  of  the  pro¬ 
posed  sale  in  September  1975.  Of  significance  here  were  th 
difficulties  encountered  by  the  ream  due  to  some  unrealis¬ 
tically  low  pricing  figures  submitted  to  the  Iranian  govern 
ment  by  General  Dynamics.  Subsequent  to  the  Team's  visit, 
the  Congressional  Zeview  period  expired  on  ""  October  ''9'_5 
without  Congressional  objection  and  the  Offer  and  Acceptanc 
phase  began.  During  this  phase,  the  USAP  sent  a  b'eapon 
System  Planning  Team  to  Iran  in  December  ""975  to  help 
establish  the  necessary  planning  factors  for  the  LOAs.  In 
March  1977  the  formal  in-country  presentation  of  the  LOAs 
was  rebuffed  due  to  Iranian  concerns  with  pricing  metho¬ 
dology,  but  some  re computations  by  APSC  enabled  the  first 
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two  LOAs  to  be  returned,  to  Iran  for  approval  in  Ida y  1977 
and  signed  the  following  month. 

Research  Question  #5 

Were  the  four  major  problem  factors  identified  by 
Matema  present  during  the  implementation  of  the  PEACE  ZEBRA. 
LOA?  Were  any  others  present? 

From  the  structured  interviews ,  it  became  apparent 
that  PEACE  ZEBRA  contained  all  seven  of  the  problem  factors 
selected  for  study — the  four  blatema  factors  as  well  as  the 
three  added  by  the  authors — to  some  e:ctent,  but  only  the 
areas  of  initial  planning,  pricing,  contractor  involvement, 
concurrency,  and  political  constraints  were  cited  by  a 
majority  of  those  interviewed  as  problems  (See  Figure  h 
page  85)*  -he  results  of  those  interviews  are  discussed 
below  by  problem  factor. 

Initial  planning  during  the  -preparation  of  the  EGA.  Although 
some  i--icial  planning  was  done  for  the  PEACE  ZEBRA  sale  with 
the  drawing  up  of  an  IT IS  blaster  Plan,  most  interviewees 
agreed  that  initial  planning  during  the  IMS  Pre-Planning 
phase  remained  a  problem  for  several  reasons.  First,  the 
Plan  was  not  initiated  until  after  the  Iranians  had  expres¬ 
sed  an  interest  in  the  sale,  a  reactive  posture  unconducive 
to  proper  initial  planning.  Further,  the  3P0  was  not  manned 
for  planning  third-country  IMS  sales.  Next,  the  Plan  was 


based  on  lead  times  and  slighted  the  consideration  of  system 
maturity.  And,  as  was  noted,  the  42-month  lead  time  sug¬ 
gested  by  APLC  to  ensure  proper  logistical  support  lacked 
acceptability  among  the  PSACS  Z33RA  planners  who  felt  it  was 
unduly  pessimistic,  finally,  beginning  with  this  area  of 
initial  planning  and  persisting  throughout  the  sale  was  the 
sensitive  issue  of  centralisation  versus  decentralization, 

_  with  the  Air  Staff  and  operational  units  (APSC,  APLC)  dif¬ 
fering  on  the  appropriate  allocation  of  decision-making 
authority. 

Sarly  MAJCOM  involvement  during  the  planning  and 
coordination  of  a  sale.  While  the  interviewees  split 
evenly  on  this  factor,  in  the  authors'  assessment  most  of 
the  data  collected  pointed  toward  this  not  being  a  problem 
in  either  the  IMS  Pre-Planning  or  Pre-LOA  Activity  phases. 
Minor  coordination  problems  existed,  but  the  Presentation 
learn  and  Weapon  System  Planning  Teams  were  useful  vehicles 
in  involving  the  pertinent  MAJCCKs  in  the  sale. 

Coordination  during  the  -preparation  of  the  offer  and 
acceptance  subsequent  to  the  initial  planning  of  a  sale. 

Both  the  documentary  evidence  and  the  experts  interviewed 
strongly  agree  that  this  area  was  not  a  problem.  Again  the 
team  approach  employed  during  the  Offer  Development  phase 
helped  solve  most  of  the  coordination  problems. 
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Lead  time  for  the  determination  of  accurate  P&A  data.  There 
was  general  agreement  that  the  lead  time  was  not  a  problem 
in  the  PEACE  ZEBRA,  sale.  However,  the  accuracy  and 
reliability/availability  of  the  P&A  data  during  both  the 
Offer  Development  and  Offer  and  Acceptance  phases  was  seen 
as  a  significant  problem  by  seven  of  the  nine  interviewed. 
The  reasons  cited  included  confusion  over  pricing  resulting 
from  a  maze  of  target,  ceiling,  and  not  to  exceed  (RTS) 
prices  couched  in  base  year,  current  year,  and  then-year 
dollars.  Also,  many  times  system  immaturity  made  estimates 
very  "soft"  since  the  data  needed  to  make  accurate  estimates 
were  not  available.  Finally,  Air  Staff  changes  to  P&A  data 
without  coordination  with  the  MAJCOK  originators  contributed 
to  the  emotionalism  of  the  centralization/decentralization 
issue. 

Contractor  involvement  during  the  SMS  process .  By  a  7-2 
margin,  contractor  involvement  was  selected  as  a  problem 
factor  during  the  Pre-LOA  Activity  and  Offer  Development 
phases.  In  fact,  the  documents  and  most  interviewees 
agreed  that  the  unilateral  pricing  actions  by  General 
Dynamics  almost  aborted  the  sale  of  ?-16s  to  Iran.  Opinions 
varied  on  the  motivations  for  these  actions ,  however.  Some 
argued  that  a  lack  of  ITIS  sales  experience  by  General 
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Dynamics ,  including  a  failure  to  understand  the  role  of 
adequate  logistical  support  in  SMS  government-to-government 
sales,  led  to  their  pricing  letter.  Others  claimed  the 
contractor's  actions  stemmed  directly  from  a  profit-motivated 
desire  to  maximize  sales  however  possible.  Whatever  the 
reasons,  the  unfortunate  pricing  contradictions  between  the 
contractor  and  USG  estimates  were  extremely  embarrassing. 

Weapon  system  concurrency.  All  interviewees  confirmed  that 
this  was  a  definite  problem  factor  which  permeated  each 
phase  of  the  PEACE  ZEBRA  sale.  Because  of  the  exception 
to  the  RMS  Master  Plan  allowing  accelerated  aircraft 
deliveries ,  extraordinary  management  attention  was  necessary 
to  keep  the  entire  Iranian  program  on  schedule.  As  a  result 
of  this  concurrency,  pricing  was  not  as  accurate  as  possible 
since  many  items  were  still  in  development.  The  risks  of 
price  increases,  production  delays  and  parts  obsolescence 
were  also  greatly  increased.  Concurrency  similarly  meant 
problems  with  training  and  support  of  the  weapon  system. 

Por  example,  qualified  technicians  could  not  be  trained 
early  enough  because  some  repair  facilities  and  equipment 
were  not  available  until  late  in  the  program. 

Political  constraints.  This  was  another  factor  which 
pervaded  each  phase  of  PEACE  ZEERA  and  the  interviewees 
again  agreed  strongly  that  this  was  a  problem.  The  many 
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groundrule  changes  initiated  by  Iran,  the  change  to  the 
Master  Plan  and  the  negotiation  disadvantage  induced  by 
President  Rixon's  ans  transfer  promise  all  impacted  heavily 
on  managerial  planning. 

Research  Question  jpr 

Extrapolating  from  the  PEACE  ZEBRA  experience,  can 
any  recommendations  be  made  that  will  assist  future  SMS 
practitioners? 

Since  this  thesis  only  investigated  one  arms  trans¬ 
fer,  any  extrapolations  to  future  sales  must  be  approached 
cautiously.  Yet  it  is  the  authors'  contention  that  there 
were  some  lessons  learned  from  PEACE  ZEBRA  that  can  be 
applied  to  future  sales.  That  every  IMS  sale  is  different 
with  its  own  unique  problems  and  management  responses  does 
not  necessarily  invalidate  observations  and  recommendations 
that  are  tied  to  the  standard  PKS  phases  and  management 
tools.  Por  whatever  the  uniqueness  of  a  particular  sale, 
the  requirements  of  the  U. S.  IMS  process  ensure  that  the 
general  outline  of  the  IMS  phases  will  be  followed.  It  is 
with  this  belief  that  the  recommendations  in  the  next 
section,  drawn  from  the  PEACE  ZEBRA  experience,  are  offered 
to  future  IMS  managers. 
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HECOMHENDATIONS 


As  stated  at  the  outset  of  Chapter  5,  this  section 
offers  two  types  of  recommendations.  The  initial  set  of 
recommendations  are  those  that  grew  out  of  the  examination 
of  the  seven  problem  factors  as  they  applied  to  PEACE  ZEBRA. 
They  are  presented  according  to  the  EMS  phase(s)  to  which 
they  pertain,  with  the  last  three  applicable  to  all  phases. 
This  discussion  will  be  followed  by  suggestions  for  addi¬ 
tional  research.  The  chapter  concludes  with  a  looh  at  the 
overall  research  objectives  and  an  epilogue. 

IMS  Pre-Planning 

To  help  initial  -planning  of  IMS  cases,  two  recom¬ 
mendations  are  offered.  Pirst ,  the  early  drawing  up  of  an 
5nS  Master  Plan  should  be  made  mandatory  for  any  new  system 
having  a  foreign  sale  potential.  This  Master  Plan  should  be 
based  on  system  maturity  as  well  as  support  lead  times,  but 
also  must  include  enough  flexibility  to  cope  with  sales 
early  in  the  weapon  system's  acquisition  cycle.  The  second 
suggestion  is  to  improve  manning  at  both  the  SPOs  and  the 
MAJCOMs  to  better  handle  the  important  requirements  for 
initial  planning  and  coordination.  It  is  recognized  that 
final  resolution  of  this  issue  will  probably  require 
Congressional  manpower  ceiling  relief,  but  short  of  that, 
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the  involved  organisations  should  be  prepared  to  divert 
authorizations  from,  existing  resources  if  necessary. 


EKS  Pre-Planning  and  ?re-LOA  Activity 

Although  early  MAJCOM  involvement  was  not  much  of 
a  problem  in  this  sale ,  KAJCOMs  should  be  encouraged  to  get 
involved  earlier  in  the  planning  of  SMS,  particularly  with 
the  Master  Plan.  Earlier  involvement  would  promote  earlier 
problem  identification  and,  hopefully,  problem  resolution. 
Additionally,  the  Presentation  learns  and  the  VSPT  should 
continue  to  be  employed.  Their  contributions  to  the  reso¬ 
lution  of  coordination  problems  would  be  hard  to  overesti¬ 
mate.  It  is  also  important  that  these  teams  be  made  up  of 
knowledgeable  individuals  from  the  IMS  participating 
agencies,  including  the  contractor.  Pinally,  given  the 
current  consolidation  of  decision-making  authority  at  the 
Air  Staff,  these  teams  need  more  policy  guidance  for  their 
in-countiy  briefings  and  Terms  of  References  should  be 
provided. 

Offer  Development 

Coordination  subsequent  to  initial  -planning  was  not 
a  problem  due  mainly  to  the  successes  of  the  VSPT.  Again 
it  is  recommended  that  these  teams  be  used  whenever  possible. 
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Offer  Development  and  Offer  and  Acceptance 

The  collection  and  presentation  of  P&A  data  were  a 
perplexing  issue  in  PEACE  ZEBRA,  and  are  areas  ripe  for 
improvement.  A  consistent,  ’universal  policy  on  pricing  is 
urged  to  avoid  the  confusing  problems  of  base  year,  now 
year,  and  then  year  pricing  proposals.  A  standard  policy 
requiring  current  year  dollars  would  make  this  process  more 
comprehensible  and  auditable  for  all  parties.  Data  avail¬ 
ability  will  always  be  a  problem  when  dealing  with  new 
systems  and  it  is  incumbent  on  negotiating  teams  to  clearly 
and  honestly  reinforce  the  risk  and  uncertainty  inherent  in 
any  P&A  figures  provided.  The  various  PEACE  ZEBRA  teams 
were  particularly  effective  here.  Finally,  given  the  prob¬ 
lems  with  pricing  and  data  availability,  steps  must  be 
taken  to  maximize  data  reliability.  The  lead  command  con¬ 
cept  is  recommended  as  a  vehicle  for  making  these  improve¬ 
ments.  By  decentralizing  the  data  gathering  process  to  the 
I1AJCGM  level,  the  agencies  with  the  ultimate  program  respon¬ 
sibility  and  the  better  familiarity  with  the  data  will  be 
the  ones  making  the  necessary  pricing,  availability,  and 
reliability  tradeoffs. 

Recommendations  Involving  All  Phases 

To  alleviate  future  problems  with  the  contractor, 
there  must  be  a  closer  cooperation  established  with  him 
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during  the  entire  MS  cycle  to  emphasize  the  importance  of 
responsible  contractor  participation.  Further,  even  though 
he  does  not  become  legally  obligated  to  supply  the  items 
and  services  at  the  time  and  price  specified  in  the  LOA, 
the  contractor  must  be  urged  to  adhere  to  those  schedules 
and  prices.  Quoting  less  than  realistic  prices  hoping  to 
make  a  sale,  and  then  charging  the  customer  later  for  the 
cost  overruns  will  only  be  counter-productive  in  the  long 
ran. 

The  concurrency  problem  is  a  complex  one.  While 
President  Carter's  19  Kay  19??  palicy  statement  recommended 
selling  only  mature  weapon  systems,  the  recent  negotiations 
with  Israel  on  the  sale  of  ?-16s  indicates  such  a  policy 
might  not  always  be  practical.  Thus,  SPOs  must  be  prepared 
to  support  sales  early  in  the  development  of  their  weapon 
system  by  increasing  the  emphasis  on  the  MS  dimension. 

The  constraints  imposed  by  political  decisions 
must  be  understood,  even  though  they  can  never  be  removed. 
Proper  planning  might  defuse  many  serious  management  prob¬ 
lems.  In  addition,  even  though  the  implementor  and  not 
the  policy-maker  in  MS  sales,  the  USAP  can  influence 
decisions  with  professional  and  candid  inputs  to  the 
decision  process.  By  ensuring  that  the  USAP  position  is 
presented  with  full  justification,  valuable  time  and 
resources  needed  to  get  the  job  done  may  be  gained.  At  a 
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minimum,  such  a  position  will  provide  a  clearer  picture  to 
the  customer  of  the  risks  involved.  The  experience  with  the 
proposed  delivery  schedule  to  Iran  revealed  that  although 
overturned  on  the  recommended  mid-81  delivery  date,  the 
USAF  did  succeed  in  moving  hack  the  delivery  date  from 
early-79  to  mid- 80 ,  thus  gaining  an  additional  18  months 
for  implementation. 

Recommended  Areas  for  Further  Study 

Out  of  hoth  the  documentary  review  and  the  inter¬ 
view  process  came  two  areas  that  still  require  additional 
attention  and  study. 

1.  'The  entire  question  of  3MS  manning  needs  careful 
review.  Flamy  interviewees  suggested  that  FKS  manning  arrives 
too  late  to  participate  in  the  all-important  initial  plan¬ 
ning  for  sales  due  to  long  manning  lead  times.  Congres¬ 
sional  relief  from  manpower  ceilings  has  been  sought  for 
some  time,  yet  remains  elusive  (41).  Therefore,  the  study 
should  highlight  short-term  solutions.  An  AFSC  matrix 
organization  of  resident  FKS  experts  might  he  considered  as 
one  potential  answer  to  the  problem. 

2.  An  in-depth  study  is  also  needed  to  determine 
what  policies,  if  any,  should  he  implemented  with  regard  to 
LOA  pricing.  This  should  include  such  considerations  as: 
a)  type  of  policy;  a  standard  policy,  a  policy  for  each 
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weapon  system,  or  one  for  each  country;  b)  type  of  pricing: 
target,  ceiling,  not  to  exceed;  and  c)  dollars  to  he  used: 
base  year,  current  year,  or  then-year.  While  the  authors 
have  recommended  a  standard  policy  of  current  year  dollars, 
it  is  recognized  that  a  defensible  argument  can  also  be  made 
for  a  country-by-country  policy  using  either  base  year  or 
then-year  dollars  in  order  to  satisfy  various  political 
pressures.  This  is  a  very  difficult  question,  but  one  that 
needs  prompt  resolution. 

RESEARCH  OBJECTIVES 

Having  answered  the  research  questions  associated 
with  PEACE  ZEBRA  through  an  in-depth  examination  of  the 
phases ,  management  tools ,  and  problem  factors  involved  in 
the  sale,  the  authors  have  achieved  the  research  objectives. 

The  first  objective  was  to  contribute  an  analysis 
of  a  major  weapon  system  arms  sale  to  the  international 
logistics  body  of  knowledge.  Each  chapter  of  the  thesis 
contributed  to  that  goal's  realization.  Chapter  '1  set  the 
stage  by  establishing  the  reasons  for  the  research.  Cf 
particular  note  was  the  fact  that  what  began  as  a  valida¬ 
tion  of  four  previously  identified  problem  factors  was  soon 
expanded  to  include  three  additional  factors  developed  by 
the  authors.  Chapter  2  provided  an  insight  into  the 
various  phases  of  an  IKS  sale  as  well  as  a  description  of 


various  FES  management  tools  available  to  the  practitioner. 
Chapter  3  described  the  derails  of  the  PEACE  ZEBRA  sale 
structured  around  the  FES  phases  presented  in  Chapter  2, 
thereby  offering  a  synthesis  of  theory  and  reality  in  one 
chapter.  In  Chapter  4  the  specifics  of  the  PEACE  ZEBRA 
negotiations  were  analyzed  by  FES  phase  and  specific  prob¬ 
lem  factor  to  provide  the  reader  an  insight  into  the  poten¬ 
tial  problems  of  an  TES  sale.  Finally ,  Chapter  5  has 
presented  a  series  of  recommendations,  again  laid  out  by  FES 
phase,  intended  to  help  future  sales  managers  avoid  some  of 
the  potential  problems  in  FES  negotiations. 

The  second  objective  was  to  examine  the  actual 
mechanics  of  the  LOA  procedure  initially  using  the  four 
major  problem  factors  outlined  by  Eatema.  These  four 
factors,  along  with  three  additional  factors,  were  examined 
in  Chapter  4  and  while  all  existed  to  some  degree  in  the 
negotiations  surrounding  the  LOA,  only  the  areas  of  initial 
planning,  pricing,  contractor  involvement,  concurrency ,  and 
political  constraints  were  cited  by  a  majority  of  those 
interviewed. 

The  final  objective  of  this  study  was  to  document 
successes  and  failures  of  the  PEACE  ZEBRA  LOA  methodology 
for  future  arms  sales.  This  began  in  Chapter  4  with  an 
in-depth  examination  of  the  customer-contractor-USG  inter¬ 
actions  during  the  PEACE  ZEBRA  negotiations  and  concluded 
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in  Chapter  5  with,  a  series  of  recommendations  pertinent  to 
future  arms  sales.  These  recommendations  were  presented  in 
chronological  order  according  to  the  various  HIS  phases  and 
centered  on  the  proper  utilization  of  several  CHS  management 
tools  previously  discussed. 
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In  closing,  the  reader  is  reminded  that  the  HIS  role 
of  the  Air  Porce  is  confined  to  implementation,  and  as  such, 
its  task  is  not  to  debate  the  merits  of  a  case  but  to  effec¬ 
tively  manage  the  sale.  Prom  this  case  study  of  PSACP  2EERA, 
it  is  clear  that  continued  emphasis  is  necessary  in  this 
area,  particularly  since  our  nation's  leaders  are  continuing 
to  use  HIS  as  an  important  instrument  of  foreign  policy. 
Whatever  the  principled  intentions  of  President  Carter  in 
reducing  arms  transfers,  the  pressures  of  international 
affairs  do  not  allow  much  flexibility.  One  need  only  examine 
the  requirements  for  the  recent  arms  deals  with  Saudi  Arabia, 
Israel,  Pgypt ,  and  North  Temen  to  ’understand  this.  More¬ 
over,  even  if  new  sales  were  to  cease  immediately,  the  USA? 
would  still  have  to  support  previously  sold  weapon  systems 
for  the  next  20  years  (52).  Thus,  if  is  the  authors'  hope 
that  this  research  will  contribute  to  more  effective 


management  of  this  valuable  foreign  policy  fool. 
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1 .  The  possibility  of  foreign  Military  Sales  must 
he  considered  early  in  the  life  of  a  weapon  system,  usually 
in  the  form  of  a  PKS  Hasten  Plan.  Were  you  satisfied  with 
the  initial  planning  process  for  the  P-1S? 

2.  Did  all  the  necessary  participants  (APSC,  AELC, 
3P0 ,  TAG,  Air  Staff)  get  involved  sufficiently  early  in  the 
planning  and  coordination  of  the  sale?  In  that  regard,  did 
the  Weapon  System  Planning  Team  concept  employed  in  the 
PEACE  ZEBRA  negotiations  help  promote  HAJCGM  participation? 

3-  Once  the  initial  LOA  planning  was  complete  and 
General  Poe's  Weapon  System  Planning  Team  trip  was  over, 
were  there  any  problems  getting  coordination  among  the 
principals  on  subsequent  questions  and  decisions? 

4.  Could  you  comment  on  the  availability  of  infor¬ 
mation  and  time  alloted  for  the  preparation  of  accurate 
price  and  availability  data?  Are  you  satisfied  with  the 
"lead  command"  concept  whereby  the  preparation  and  integra¬ 
tion  of  P&A  data  into  a  package  is  accomplished  at  HA  JOCK 
level? 

5.  The  role  of  the  contractor  in  a  foreign  military 
sale  is  always  a  sensitive  issue  and  PEACE  ZESPA  appears  to 
have  been  no  exception.  Eov  would  you  describe  General 
Dynamics'  involvement  during  these  negotiations?  Do  you  have 
any  recommendations  for  improving  that  interface? 

6.  Several  authors  have  alluded  to  a  ''97'!  meeting 
between  President  Nixon  and  the  Shah  at  which  the  Shah  was 
given  the  President's  personal  assurance  he  could  have 
virtually  any  military  or  intelligence  support  he  wanted. 
Against  this  backdrop,  was  there  a  "political  imperative" 
to  PEACE  ZEBRA?  In  other  words,  despite  some  initial  Air 
Porce  reservations  ,  ’wasn't  it  really  a  question  not  "if  we 
sell",  but  rather  "under  what  conditions?" 

7.  How  did  we  handle  the  problems  posed  by  the 
extreme  "concurrency"  of  the  P-16  program? 

8.  What  lessons  learned  would  you  cite  as  evolving 
out  of  the  PEACE  ZE3RA  program  that  could  assist  DOD 
managers  in  future  sales  of  this  kind? 


9.  Please  indicate  which  of  the  following  you 
consider  to  hare  been  "problem  areas"  in  the  PEACE  ZEBRA 
negotiations : 

_  initial  MS  planning  for  the  P-15. 

_  early  HAJCOK  involvement. 

leadtime  for  the  determination  of  accurate 
?&A  data. 

_  coordination  subsequent  to  the  initial 

planning  of  the  sale. 

_  contractor  involvement. 

_  political  constraints. 

_  high  degree  of  program  concurrency. 

_  additional  problems  (please  specify). 
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UNITED  STASES  DEPARTMENT  OP 
DEFENSE 


LETTER  OF  INTENT 


Purchaser: 

Government  of  Iran 
Vice  Minister  of  War 
Tehran ,  Iran 


Reference:  Government  of  Iran,  7M0W  Itr  401-01-51-'’ 2 , 

16  March 

The  Government  of  Iran  (GGI)  acting  through  its 
Vice  Minister  of  War  (hereinafter  referred  to  as  the 
"Purchaser" )  hereby  declares  its  firm  intent  to  procure 
160  E-16  aircraft,  under  United  States  Foreign  Military- 
Sales  Act  (FMS)  procedures,  from  the  Government  of  the 
United  States.  The  Government  of  Iran  authorizes  obli¬ 
gations  and  expenditures  of  funds  for  the  following  defense 
articles  and  defense  services  prior  to  the  execution  of 
Letters  of  Offer  and  Acceptance: 

Expansion  of  tooling  and  rate  capacity  to 
increase  production  and  to  meet  GO I  deliveries 
of  4  aircraft  per  month;  long  lead  items  of 
equipment ,  including  spare  parts ,  engines , 
and  organizational  and  depot  level  support- 
equipment;  and  administrative  expenses' incurred 
in  definitizing,  implementing  and  executing 
the  F-16  program. 

1 .  It  is  understood  that  the  United  States  Depart¬ 
ment  of  the  Air  Force  plans  to  present  to  the  Purchaser  a 
Letter  of  Offer  and  Acceptance  (DD  Form  1513)  within  120 
days  after  signature  of  this  Letter  of  Intent.  Except  to 
the  extent  directly  inconsistent  with  the  provisions  hereof 
the  terms  and  conditions  set  forth  on  the  reverse  side  of 
DD  Form  1513  will  apply  to  all  activities  ■’undertaken  pur¬ 
suant  to  this  Letter  of  Intent,  and  the  estimated  costs  of 
such  activities  will  be  included  in  the  Letter  of  Offer  and 
Acceptance.  In  particular,  Conditions  B.?,  B.8,  and  C  on 
the  reverse  side  of  DD  Form  1513  are  hereby  incorporated  by 
reference  and  made  an  integral  part  of  this  Letter  of  Inter 
This  Letter  of  Intent  shall  be  superceded  upon  Purchaser’s 
signature  of  the  Letter  of  Offer  and  Acceptance. 

2.  In  anticipation  of  the  Purchaser’s  signature  of 
the  required  Letter  of  Offer  and  Acceptance,  the  Purchaser 
commits  his  Government  to  the  following: 
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(a)  In  order  to  permit  the  United  States  Govern 
nent  to  meet  procurement  objectives  and  to  consolidate  301 
requirements  with  USAS'  contractors  and  to  cover  associated 
administrative  expenses,  the  United  States  Government  is 
hereby  authorized  to  incur  obligation  up  to  the  sum  of  $4-1 
million  (which  includes  all  estimated  termination  costs)  on 
an  IMS  dependable  undertaking  basis,  to  be  exceeded  only  in 
the  event  of  a  decision  by  either  a  court  or  board  which 
increases  the  contractor's  entitlement.  The  United  States 
Government  agrees  that  not  more  than  $20  million  will  be 
collected  from  the  GOI  and  expended  prior  to  1  April  1977, 
without  the  prior  approval  of  the  Vice  Minister  of  Var. 
However,  if  any  amount  is  expended  in  excess  of  $20  million 
prior  to  1  April  1977  and  prior  to  receipt  of  approval,  it 
shall  be  within  the  $41  million  obligational  authority  and 
be  reimbursed  subsequent  to  1  April  1977* 

(b)  the  Purchaser  agrees  to  pay  the  full  amount 
of  such  authorized  obligations,  and  to  make  funds  available 
in  such  amounts,  and  at  such  times,  as  may  be  requested  by 
the  United  States  Government  for  expenditures  against  such 
obligations. 

(c)  It  is  estimated  that  the  cost  of  the  long 
lead  time  items,  associated  administrative  expenses  and 
estimated  termination  costs  will  not  exceed  the  amount  set 
forth  in  the  first  sentence  of  paragraph  2(a).  However, 
if  at  anytime  prior  to  Purchaser's  signature  of  the  above- 
mentioned  Letter  of  Offer  and  Acceptance,  the  United  States 
Department  of  the  Air  Porce  has  reason  to  believe  that  the 
costs  which  it  expects  to  incur  in  the  performance  of  this 
Letter  of  Intent  will  exceed  the  amount  set  forth  in  sub- 
paragraph  (a)  of  this  paragraph,  it  shall  promptly  notify 
the  Purchaser  in  writing  to  that  effect.  The  notice  shall 
state  the  estimated  amount  of  the  date  by  which  the  addi¬ 
tional  obligational  authority  (by  a  new  or  modified  Letter 
of  Intent)  will  be  required  from  the  Purchaser  in  order  to 
continue  performance  under  this  Letter  of  Intent.  If,  afte 
such  notification,  the  additional  obligational  authority  is 
not  granted  by  the  date  set  forth  in  the  notification,  the 
United  States  Government  is  authorized,  in  its  discretion, 
to  terminate  any  and  all  activities  under  this  Letter  of 
Intent  at  Purchaser's  expense,  in  accordance  with  subpara¬ 
graph  (b)  above,  in  an  amount  not  to  exceed  the  amount  set 
forth  in  subparagraph  (a)  of  this  paragraph. 

3.  This  Letter  of  Intent  does  not  prejudice  the 
Purchaser's  decision  on  the  acceptance  of  the  Letter  of 
Offer.  Moreover,  the  Purchaser  may  cancel  all  or  any  part 


of  this  Letter  of  Intent  at  anytime  by  notifying  the  United 
States  Government .  Upon  receipt  of  such  notification  the 
United  States  Government  is  authorized  to  terminate  any  and 
all  activities  initiated  hereunder,  at  Purchaser's  expense, 
in  accordance  with  paragraph  2(b),  in  an  amount  not  to  exceed 
the  amount  set  forth  in  the  first  sentence  of  paragraph  2(a). 


4.  In  the  event  of  such  cancellation  or  termination, 
the  United  States  Government  will  use  its  best  efforts  to 
minimize  any  termination  costs. 


5.  'The  United  States  Government  agrees  that  the 
two  prime  contractors ,  General  Dynamics  and  Prarz  1  Whitney 
Aircraft,  will  not  receive  the  special  profit  consideration 
as  provided  for  in  paragraph  3-808. 5(b)  of  the  ASPS,  for 
effort  similar  zo  that  being  purchased  under  U3AP  contract. 


6.  The  United  Stares  Government  agrees  that  Ponds 
will  not  be  obligated  for  training  programs  without  obtain¬ 
ing  the  specific  prior  approval  of  the  Vice  Ziinister  of  V ar. 

7.  Certain  items  for  which  procurement  nay  be 
initiated  hereunder  are  normally  the  sub.ject  of  definiti- 
zation  or  provisioning  conferences,  at  which  specific  items 
and  quantities  are  agreed  upon.  If  it  is  necessary  to  place 
any  such  items  on  order  prior  to  any  such  conference,  zhe 
United  States  Department  of  the  .nr  Porce  is  authorized  to 
do  so,  -using  its  best  judgment,  and  will  furnish  a  list  of 
the  items  so  ordered  ar  the  conference. 


24  Oct  1975 
(Sate) 


Accepted  this  27  day  of 
October,  -1978 


GiMcliAL  n.  TCUPAi/lAT 
VICE  MINISTER  OP  WAP. 


JAMES  1.'  hcmerrey ,'  Jt. 
Major  General,  USAP 


-112 


5KEEKSr“““ 


APPENDIX  G 


Umtco  tT*rti  OC»t**« 

OFFER  ANO  ACCEPTANCE 


.V-C--.C-IV— . / 


Government  of  Iran 
Vice  Minister  of  .Jar 
Tehran,  Iran 


c***# 


ITCW  OOCIi«TlOM 

«IMfc< «rt«  ««««•  1/ 


a.  P-16A/3  Aircraft 
(136  A's/24  3's) 

b.  Program  Management 
Contingency 


r-ro 


6,153,750 


MOTS:  Amounts  shown  In  /Columns  12  an;.  13  and.  Li 
are  75  base  year  (dollars.  Act;  al  obligat 
-  '■  '  — J  -  ‘as  r-  fleeted  ' 


1,09^,300,000 


(19)  OTW<«  I1TIMATCO 
<  »*T»  (r) 


(30)  C5TIMATC0  TOTAL  COSTS 


(31)  tcim.* 

DEPSNDA3L2  UNDERTAKING .  Payments  against  this 
order  will  be  requested  as  needed.  Statements 
f  FMS  transactions  from  our  billing  office  at 
enver,  Colorado  will  show  amounts  and  dates 
yments  are  due. 


1,116,696,000 


5  Atch 

1.  Notes 

2.  Additional  Terms 

3.  Additional  Terms 

4.  Payment  Schedule 


gh  20 
based 
4. 


EXPLANATORY  NOTES 
AIRCRAFT  CASS  IR-D-STA3 


This  case  includes  costs  associated  with  the  production 
of  136  F-16A  single  place  and  24  F-163  two  place  aircraft. 
Included  in  the  aircraft  flyaway  cost  are  (a)  certain  miscel¬ 
laneous  loose  equipment  items  (DD  730  equipment)  delivered 
with  each  aircraft  as  listred  below,  (b)  technical  orders 
for  the  aircraft. 


a.  The  aircraft  configuration  will  be  the  export  base¬ 
line  configuration  as  defined  for  Iran  in  the  Weapon  System 
Planning  Team  briefing  given  in  Iran  December  1976.  The 
aircraft  Group  "A"  configuration  will  include  standard  I’SAF 
provisions  for  che  PAVE  PEIOT  and  AX/ALQ-131  EO!  pods,  as 
Chose  systems  are  configured  at  the  time  or  first  aircraft 
delivery.  Inclusion  of  the  Group  "A"  provisions  for  nonre- 
leasable  systems  in  che  Iranian  F-16  (i.e.,  PAVE  PENTJY, 

and  AN/ALQ-131  pods)  does  not  constitute  release  of  the 
systems  themselves  nor  intent  to  release  at  a  future  date. 
Release  of  subsystems/weapons  not  expressly  defined  in  the 
export  baseline  configuration  will  be  reviewed  by  HQ  USAF 
on  a  case-by-case  basis. 

b.  Loose  equipment  items  (DD  780  equipment)  are  divided 
into  two  categories: 

(1)  Items  required  for  parking  and  scoring  the 
aircraft  in  the  normal  ground  position.  Additional  quan¬ 
tities  nay  be  purchased  under  this  case  if  required  by  the 
Government  of  Iran. 


Item 


Quantity/ Aire raft 


Instrument  Probe  Cover  1 
External  Canopy  Jettison  Initiator 

Safety  Pin  1 
Thruster  Initiator  Safecy  Pin  2 
Internal  Canopy  Jettison  Handle 

Safety  Pin  '  1 
Seat  Initiator  Safety  Pin  2 
Seat  Safecy  Pin  1 
Ground  Locks  (MLG)  2 
Ground  Locks  (NLG)  1 
HUD  Cover  1 
Ground  Lock  (Tail  Hook)  1 
Gun  Ground  Safety  Pin  1 
Launcher  Ground  Safety  Pin  6 
Covers,  Downlocks,  Safing  Devices, 

Plugs,  Streamers,  etc.  As  Required 


(2)  External  stores  items  to  be  provided  with  each 
aircraft  are: 


Item 


Quantity /Air craft 


AERO  -  3B  Launcher  (MOD)  4 
AERO  -  3B  Underwing  Adapter  2 
Wing  Weapon  Pylon  2 
Wing  Fuel  Pylon  2 
Centerline  Weapon  Pylon  1 
Centerline  Fuel  Pylon  1 
Centerline  ECM  Adapter  1 
300  Gallon  Fuel  Tank  1 
370  Gallon  Fuel  Tank  2 
BRU-3LA  (TER)  2 
MAU-12  (RACK)  3 
LAU-83  (MAVERICK  Launcher)  1 
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c.  Aircraft  production  schedule  is  listed  below.  In-Iran 
delivery  schedule  is  an  estimate  since  deliver-/  mode  has 

not  been  determined.  A  separate  Letter  of  Offer  and  Accep¬ 
tance  will  be  structured  for  the  yet  to  be  determined  services 
required. 

d.  Technical  Orders  for  the  aircraft  are  provided  with 
the  aircraft  (one  copy  each)  and  will  be  updated  through  six 
months  after  delivery  of  last  r-16  aircraft. 

1F-16A-1  Flight  Manual 

1F-16A-1-CL-1  Flight  Crew  Checklist 

1F-16A-5  Basic  Weight  Checklist  and  Loading 

Additional  technical  orders  are  provided  for  in  case  IS.-D-STK2. 

e.  The  prices  on  this  Letter  of  Offer  and  Acceptance 

have  been  computed  as  target  prices  at  the  request  of  the 
Government  of  Iran  (GOI) .  Since  the  contracts  for  the  GOI 
F-16  aircraft  program  have  not  been  consummated,  the  prices 
are  essentially  contractual  objectives  that  the  L’SG  will 
strive  to  negotiate  with  the  prime  vendors.  The  program 
management  contingency  line  is,  therefore,  required  in  the 
event  chat  the  contractual  negotiation  objectives  or  goals 
are  not  achieved.  Fund  contingencies  may  also  be  neces¬ 

sary  in  the  event  that,  under  the  contracted  fixed  price 
incentive  arrangement,  the  contractor  exceeds  target  price 
during  the  actual  contract  performance.  Requirements 

for  contingency  money  nay  occur  any  tine  after  program 
directive  imolementation. 

f.  The  PLACE  ZE3RA  aircraft  delivery  schedule  is  listed 
on  the  following  page. 


IRANIAN  F-16 
CONFIGURATION 


ENGINE 

RADAR 

TACAN 

UHF  RADIO 

VHF/AM  RADIO 

IFF 

RADAR  WARNING  RECEIVER 
INS 

CHAFF/FLARE  DISPENSER 
ILS 

INTERFERENCE  BLANKER 
GUN 
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F100-PW-100  (3) 
F-16  MULTIMODE 
AN/ARN- 118 
AN/ARC-164 
AN/ARC-115 
AN/APX-101 
AN/ALR-4  6 (V) -1 
SKN  2416 
ALE-40 
AN/ARN- 10 8 
MX-6770  A/A 
M61A1  20  MM 
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ADDITIONAL  T£RMS  AND  CONDITIONS 
(GENERAL) 


X.  Transportation  and  or  delivery  of  aircraft  is  not  priced 
in  this  Letter  of  Offer  and  Acceptance  (LOA) . 

2.  Facilities  construction  (including  associated  archi¬ 
tectural  and  engineering  services)  will  be  the  responsi¬ 
bility  of  the  Government  of  Iran  (C-OI)  .  They  Trust  be  con¬ 
structed  according  to  Imperial  Iranian  Air  Force  (IIAF) 
approved  contractor  specifications  and  be  ccirrpleted  in  tir.e 
to  accommodate  aircraft  anc  associated  equipment  deliveries. 

3.  This  case  includes  only  the  aircraft,  accompanying 
loose  equipment,  and  technical  publications  lisced’in  the 
Explanatory  Notes  (Atch  1) . 

4.  Transfer  of  funds  between  PEACE  ZE3EA  cases  is  author¬ 
ized  to  preclude  unnecessary  administration  and/or  transfer 
of  funds  between  USC/GCI. 

5.  Production  installed  equipment  is  priced  and  will  be 
provided  on  the  basis  of  using  available  serviceable  assets 
where  economical  and  responsive  to  delivery  requirements. 

Both  USAF/ILAF  aircraft  will  share  proportionately  in  the 
use  of  serviceable  assets.  Provisioning  solely  on  the  basis 
of  production  line  new  and  unused  equipment  would  result 

in  considerable  price  increase  and  probable  production  delays. 
Therefore,  the  solely  new  ar.d  unused  requirement  does  not 
apply  Co  this  LOA.  All  efforts  will,  however,  be  mace  to 
use  new  and  unused  assets  where  practicable/available. 
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ADDITIONAL  TERMS  AND  CONDITIONS 
(FINANCIAL) 


1.  At  the  request  of  the  Iranian  Government  the  estimated 
dollar  amounts  on  this  Letter  of  Offer  ar.d  Acceptante  (LOA) 
are  in  FY  75  constant  dollars.  The  estimated  total  program 
cost  as  shown  or.  line  15  of  the  LOA  does  not  account  for 
any  program  cost  grcwch  cue  to  inflation  in  the  L'.S.  and 
Europe.  These  FY  75  colLars  will  be  converted  to  then  year 
dollar  forecasts  for  purposes  of  USG  obligation/contractual 
authority.  Payments  required  will  be  based  on  actual 

USAF  costs  incurred  on  behalf  of  tne  Iranian  Covemmenc. 

2.  At  the  request  of  the  Iranian  Government  the  indices 
provided  below  are  the  USAF  F-16  program  indices  which 
incorporate  the  Office  of  the  Secretary  of  Defense  (OSD) 
published  indices  for  FY  81  and  beyond.  The  OSD  indices 
reflect  an  approximate  escalation  rate  of  four  percent 
per  year  and  may  understate  the  escalation  rate  for  this 
program.  The  USAF  F-lo  program  indices  do  not  incorporate 
escalation  for  the  15”  of  the  program  coproduction  by  the 
European  Participating  Governments  (EPG) . 

USAF  Program  Indices 


77 

1.190 

78 

1 .288 

79 

1.403 

80 

1.514 

81 

1.582 

82 

1.645 

83 

1.711 

3.  The  case  value  for  the  aircraft 
on  the  above  USA?  program  indices . 
authority  purposes,  this  C3se  value 


case  IR-D-STAO  is  based 
For  obligaticn/ccncrsccual 
is  : 


Case  Then  Year  ($  million) 

I5UD-STA0  1,655.3 


4.  The  payment  schedule  in  attachment  4  reflects  a  cumu¬ 
lative  then  year  LOA  value  based  on  the  USAF  F-16  program 
escalation.  Any  increased  case  values  due  to  escalation 
beyond  that  depicted  by  the  program  rate  escalation  or 
increases  for  EPG  coproduction  will  result  in  revision  of 
the  payment  schedule.  In  addition,  the  payment  schedule 
will  be  reviewed  annually  and  revised  as  necessary  to  reflect 
any  changes  in  forecasted  payment  requirements. 
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PAYMENT  SCHEDULE 


160  F-16  Aircraft 
PEACE  ZEBRA 

(DOLLARS  IN  MILLIONS) 


PAYMENT  DUE 

QUARTERLY  PAYMENT 

CUMULATIVE 

Oct 

77 

12.7 

12.7 

Jan 

78 

17.3 

30.0 

Apr 

78 

30.7 

60.7 

Jul 

78 

43.3 

104.0 

Oct 

78 

54.5 

158.5 

Jan 

79 

67.2 

225.7 

A.pr 

79 

81.3 

307.0 

Jul 

79 

95.6 

402.6 

Oct 

79 

106.4 

509.0 

Jan 

80 

107.3 

616.8 

Apr 

80 

108.5 

725.3 

Jul 

80 

108.0 

833.3 

Oct 

80 

106.5 

939.8 

Jan 

81 

103.9 

1043.7 

A.pr 

81 

100.0 

1143.7 

Jul 

81 

95.1 

1238.3 

Oct 

81 

89.1 

1327.9 

Jan 

82 

82 . 0 

1409.9 

Apr 

82 

73.7 

1483.6 
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PAYMENT  DUE 

QUARTERLY  PAYMENT 

CUMULATIVE 

Jul  8  2 

64.3 

1547.9 

Oct  82 

53.8 

1601.7 

Jan  83 

42.2 

1643.9 

Apr  83 

29.4 

1673.3 

Jul  83 

15.6 

1688.9 

NOTE:  This  payment  schedule  reflects  estimated  cash  re¬ 

quired  in  the  PEACE  ZEBRA  F-16  aircraft  Letter  of  Offer  and 
Acceptance  (LOA) .  Any  payments  made  to  the  Air  Force  Ac¬ 
counting  and  Finance  Center/Security  Assistance  Accounting 
Center  (AFAFC/SAAC)  based  on  the  PEACE  ZEBRA  Letter  of  In¬ 
tent  will  be  applied  as  credits  to  subsequent  billings. 

This  schedule  will  be  reviewed  annually  during  the  life  of 
this  LOA.  Requests  for  payment  (DD  Form  645)  will  be  based 
on  actual  USAF  costs  and  contractor  requests  for  progress 
payments . 
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SPECIAL  cor:, TP. Y  REOUESTS  V.TTH  RESPECT  TO 
SALES  COMMISSIONS  ALT  FEES 


1.  All  L'.S.  Government  contracts  resulting  froo  this  Offer 
and  Acceptance  shall  contain  one  of  the  following  provisions, 
unless  the  sales  corcrission  and  fee  have  been  identified 

and  payment  thereof  approved  in  writing  by  the  Government 
of  Iran  before  contract  award. 

a.  For  firm  fixed  price  contracts  or  fixed  price  contracts 
with  economic  price  adjustment.  "The  contractor  certifies 
that  the  contract  price  (including  any  subcontracts  awarded 
hereunder)  does  not  include  any  direct  or  indirect  costs 

of  sales  conrcissior.s  or  fees  for  contractor  sales  repre¬ 
sentatives  involved  in  Foreign  Military  Sales  to  the  Government 
of  Iran. 

b.  All  other  types  of  contracts: 

"Notwithstanding  any  other  provision  of  this  contract, 
any  direct  or  indirect  costs  of  sales  commissions  or  fees 
for  contractor  (or  subcontractor)  sales  representatives 
involved  in  Foreign  Military  Sales  to  the  Government  of 
Iran  shall  be  considered  as  an  unallowable  item  of  cost  under 
this  contract." 

2.  The  appropriate  clause  as  indicated  above  will  be  included 
in  all  FMS  contracts  awarded  on  behalf  of  any  government 
qualifying  under  this  provision. 
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COMBINED  PAYMENT  SCHEDULE 
PEACE  ZE3RA 

160  F-16  AIRCRAFT  and  SUPPORT  CASES 

($  in  millions) 

PAYMENT  DUE  CUMULATIVE 

With  Acceptance  2.3 


Jul 

77 

10.7 

Oct 

77 

45.0 

Jan 

78 

77.3 

Apr 

78 

139.0 

Jul 

78 

220.9 

Oct 

78 

306.6 

Jan 

79 

400.3 

Apr 

79 

509.3 

Jul 

79 

631.6 

Oct 

79 

764.0 

Jan 

80 

895.8 

Apr 

80 

1025.3 

Jul 

80 

1151.3 

Oct 

80 

1274.3 

Jan 

81 

1392.2 

Apr 

81 

1503.9 

Jul 

81 

1608.8 

Oct 

81 

1705.9 

Jan 

82 

1794.4 

Apr 

82 

1872.6 

Jul 

82 

1936.8 

Oct 

82 

1992.1 

Jan 

83 

2035.5 

Apr 

83 

2065.5 

Jul 

83 

2081.1 

NOTE:  This  payment  schedule  reflects  estimated  cash  required 
for  the  combined  PEACE  ZE3RA  F-16  support  and  aircraft 
Letters  of  Offer  and  Acceptance  (LCAs) .  Any  payments  made 
to  the  Air  Force  Accounting  and  Finance  Center/Security 
Assistance  Accounting  Center  (AFAFC/SAAC)  based  on  the 
PEACE  ZE2RA  Letter  of  Intent  will  be  applied  as  credits 
to  subsequent  billings.  This  schedule  will  be  reviewed 
annually  during  the  life  of  these  LCAs.  Requests  for  payments 
(DD  Fora  645)  will  be  based  on  actual  USAF  costs  and  contractor 
requests  for  progress  payments. 
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EXPLANATORY  NOTES 


1.  SPARE  ENGINES ,  CASS  IR-D-ST33 

This  case  provides  for  AC  spare  engines  and  AO  engine  shipping 
containers.  One  of  the  engines  fron  this  case  will  be 
used  to  supply  the  spare  engine  requirement  for  the  Maintenance 
Training  Set  (MTS.)  .  Engine  price  does  not  include  cost  of 
transportation  of  the  AO  spare  engines  Co  Iran. 

2.  DEVELOPMENTAL  SUPPORT  EQUIPMENT  (DSE)  ,  CASE  1E-D-STC3 

a.  This  case  provides  two  sets  of  organizational  level 
DSE  and  one  set  of  intermediate  DSE.  including  one 
Avionics  Intermediate  Shop  (AIS) .  ATS  test  level  is  yet  to 
he  defined.  Cost  of  Organizational  and  Intermediate  tC&I) 

DSE  for  the  depot  requirement  is  not  included  in  this  case. 

b.  This  case  does  not  identify  total  initial  program 
requirements .  Support  equipment  estimates  are  based  upon 
requirements  for  the  first  year’s  delivery  of  A3  aircraft 
at  the  first  activated  operating  base,  DSE  require¬ 
ments  for  remaining  locations,  including  fomuarc  operating 
bases,  will  be  identified  and  priced  in  a  subsequent  LOA. 

3.  STANDARD  SUPPORT  EQUIPMENT  (CS.I)  ,  CASE  IR-D-STD3 

a.  This  case  provides  for  the  procurement  of  common 

OSI  level  Support  Equipment  (SE)  tor  which  AELC  is  the  ccgnizar. 
procuring  agency.  Depot  level  SSE  will  be  procured  under 
case  IR-D-SNC3.  The  estimates  herein  are  based  upon  USA? 
type  planning  factors  applied  to  the  first  base  activation. 
Remaining  requirements  for  additional  base  activations, 
including  forward  operating  bases ,  will  be  identified  and 
priced  in  a  subsequent  LOA.  This  estimate  could  be  reduced 
through  utilization  of  assets  available  in-country. 

b.  SSE  estimates  are  based  upon  a  review  of  require¬ 
ments  of  existing  individual  base  shop  equipment  in  support 
of  aircraft  with  similar  systems. 

A.  INITIAL  SPA-RES  —  (EXCLUDING  DEPOT  REQUIREMENTS)  , 

CASE  IR-D-STE3 

a.  SPARES 

(1)  This  case  does  not  identify  total  initial 
program  requirements  but  provides  for  initial  spares  (excluding 
insurance  type  items  and  depot  level  requirements)  necessary 
to  support  the  IIAE  requirements  (aircraft,  engine,  avionics, 
SE,  and  training  equipment)  for  a  period  ox  approximately 
12  months  at  the  first  activated  operating  base  equipped 
with  the  first  year's  delivery  of  A3  aircraft.  Additional 
initial  spares  required  for  the  support  of  all  150  aircraft 
for  26  months  will  be  identified  and  oriced  in  a  subsequent 
LOA. 


(2)  The  'JSAE  will  identify,  aggregate,  and  ship 
via  dedicated  Iranian  airlift,  selected  items  and  quantities 
for  base  level  usage  during  the  first  six  months  of  base 
operation.  The  balance  of  items  and  quantities  will  be 
aggregated  for  shipment  directly  to  the  IIAE  designated  depot 
or  base.  Phased  delivery  may  also  be  made  to  preclude  depot 
saturation. 


(3)  A  special  kit  of  bulk  items  and  consumables 
will  be  procured  for  the  first  activated  operational  base. 

The  items  in  these  kits  will  satisfy  DM  bench  storks  for 
approximately  six  months  and  thereafter  will  be  requisitioned 
or  locally  purchased  by  the  IIAE.  .  , 
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b.  CONTRACTOR  PROVISIONING  EFFORT,  SPARE/REPAIR  PARTS 

(1)  This  portion  or  cast  IR-D-STE  provides  for 
the  procurement  of  contractor  spare/repair  parts  provision¬ 
ing  processes  and  products. 

(2)  Spare/repair  parts  provisioning  data  and  services 
costs  are  incurred,  as  necessary,  to  support  the  source  coding 
and  selection  of  items  to  be  procured  and  stocked  as  spares 
inventory,  as  defined  by  the  spares  contract,  and  the  Provisioning 
Requirement  Statement.  These  charges  are  separately  priced 

and  are  not  included  as  part  of  the  end  item  price. 

(3)  Provisioning  data,  compatible  with  I I AT  cata¬ 
loging  system,  should  be  provided  to  the  IIAF  in  time  to 
permit  research  against  existing  stocks  and  to  allow  for 
IIAF  approval. 

5.  ENGINEERING  AND  PROVISIONING  SERVICES,  CASE  IR-D-ST? 

a.  ENGINEERING  CHANGES.  The  engineering  changes  line 
is  for  the  initial  funding  of  common  IIAF/USAF  changes. 

A  Configuration  Management  Plan  for  the  IIAF  F-16  will  be 
submitted  for  Iranian  approval  after  LOA  implementation. 

It  is  desired,  as  in  other  FKS  programs,  that  the  IIAF  will 
authorize  the  USAF  to  act  as  approval/disapproval  authority 
for  all  engineering  changes  which  apply  to  both  USAF  and  IIAF 
aircraft. 

b.  SUSTAINING  ENGINEERING.  The  sustaining  engineering 
line  provides  for  engineering  efforts  in  support  of  Iranian 
requirements  eicher  prorated  or  tocaily  Iranian  funded. 

Costs  will  depend  upon  scope  and  effectivity  of  the  effort. 

c.  PROVISIONING.  This  line  provides  the  funding  for 
the  initial  contractor  provisioning  preparation  efforts 
associated  with  all  aspects  of  the  PEACE  ZE3RA  Program. 

These  efforts  are  separate  from  the  spares  provisioning 
described  in  paragraph  4b  above. 

d.  Funding  for  the  above  line  items  a,  b,  and  c  cover 
initial  system  acquisition  requirements  only.  Additional 
funding  that  will  be  required  for  continuing  efforts  has 
not  been  computed  in  this  LOA  and  will  be  identified  and 
priced  in  a  subsequent  LCA.  The  additional  efforts  required 
for  total  program  support  include,  but  are  not  necessarily 
limited  to:  engineering  changes  r.oc  cotzton  with  USAF"  and 
continuing  contractor  provisioning  documentation  updates 

as  a  result  of  the  changing  conf iguration  and  support  equip¬ 
ments  lists. 

6.  TRAINING  EQUIPMENT,  CASE  IR-D-STG 

a.  Equipment  will  be  aggregated  for  airlift  arranged 
by  IIAF. 

b.  MTS  does  not  include  an  engine  (to  be  supplied  from 
spare  engine  case) . 

c.  One  additional  set  of  crew  chief  (course  no.  431X1C) 
and  weapons  (course  no.  452X0)  training  equipment  should  be 
provided  for  training  in  Iran.  All  training  equipment  will  be 
certified  and  checked  out  by  the  contractor  in  Iran.  MTS  delivery 
schedule  to  General  Dynamics  is  October  1979.  Price  of  MTS 
preparation  for  shipment  to  Iran  is  included  in  this  case. 

d.  One  AIS  will  be  provided  for  training  (test  level 
to  be  defined). 


e.  Peripheral  Maintenance  Training  equipment. 


Peripheral  Aircrew  Training  Equipment  consists  of: 


5 

each 

35cm  Slide  projectors 

5 

each 

Vu-Graph  projectors 

5 

each 

Projection  screens 

5 

each 

Portable  blackboards 

4 

each 

16mn  sound  covie  projectors 

5 

each 

Student  study  carreils  with  35rrc 
slide  projector,  cassette  tape 

recorder,  video  playback  cassetti 
decks,  and  color  video  monitors 

5  each  Video  cape  recorder  playback  unit 

or  X-23  Gun  camera  film  projector 


7.  F-16A/3  WEAPON  SYSTEM  THAWING  SET  PLUS  UPDATE  SERVICES, 

CASE  IH-D-STH. 


This  case  provides  for  one  complete  sec  of  the  F-15A/3  weapon 
system  drawings  in  aperture  card  format  (excluding  proprietary 
data)  plus  one  year  or  update  services.  Drawings  will 
provide  sufficient  detail  for  local  manufacture  of  assembly 
when  so  coded  ac  source. 


3.  TECHNICAL  PUBLICATION /DATA,  CASE  IR-D-STJ 


a.  Initial  lay-in  of  approved  technical  orders  for  the 
IIAF  P-16  aircraft,  including  incerin  TCTCs  and  aircrew 
training  publications  and  software,  will  be  provided  and 
updated  through  six  months  after  production  line  delivery 
of  the  last  aircraft.  Prorated,  nonrecurring  costs  for 
technical  orders  are  induced.  Technical  publications 
delivered  ur.cer  this  case  are  anticipated  to  include  the 
following: 


1F-16A-1 

1F-16A-1CL-1 

lF-laA-5 

1F-16A-6CF-1 

1F-16A-6CL-1 

1F-16A-2 

1F-16A-2CL-X 

IF- 16 A- 4 

1F-16A-06 

1F-16A-3 

1F-16A-6 

1F-16A-6WC-X 

1F-16A-6-X 

1F-16A-36 

1F-16A-X 

1F-16A-01 


Flight  Manual  Aerial  Refueling  Checklist 

250 

copies 

250 

copies 

Basic  Weight  Checklist  and  Loading  Data 

50 

copies 

Acceptance  ar.d  Functional  Check  Flight 
Manual 

50 

copies 

Acceptance  and  Functional  Flight 

Checklist 

50 

copie  s 

Organisational  Maintenance  Manuals 

50 

copies 

Crganicational  Maintenance  Checklists 

O 

O 

copies 

Illustrated  Parts  Breakdown 

50 

copies 

Work  Unit  Code 

250 

copies 

Structural  Repair 

25 

copies 

Inspection  Manual 

25 

copies 

Inspection  Work  Cards 

25 

copies 

Inspection  Requirements  Sequence  Charts 

25 

copies 

Non-destructive  Inspection  Manual 

25 

copies 

Tape  Manual 

25 

copies 

List  of  Applicable  Publications  (LCA?) 

25 

copies 

Corrosion  Control  Manual 

25 

conies 

1F-16A-23 


Ir -16A-21 


Aircraft  Mas  car  Inventory  Guide 


25  copies 
25  copies 


F-16-34  Aircrew  Veapcns  Delivery  Manual 

In  addition,  aircrew  training  publications  and  software 
are  provided  in  the  following  quantities: 


Flying  Training  Syllabus 

50 

copies 

Student  Study  Guides 

250 

copies 

Academic  Instructor  Guides 

20 

copies 

Student  Study  Carrell  Programs 

3 

copies 

25mm  Academic  Slide  Programs 

2 

copies 

These  listings  nay  be  revised  as  necessary  as  the  program 
is  more  clearly  definitited.  The  listings  will  also  be 
separated  into  common  and  peculiar  publications  and  assigned 
to  AFALD  ar.d  AFSC  respectively  for  management.  Follcw-on 
management  of  peculiar  pubs  will  be  accomplished  under 
IIAF  nonstandard  support  cases. 

b.  Contractor  Prepared  Data:  Management,  engineering, 
and  logistics  data  required  'or  PEACE  ZE3RA  is  funded  using 
this  case.  Data  requirements  for  the  aircraft,  engine, 
simulator,  and  GF.AE  for  use  by  the  IIAF  and  USAF  will  be 
furnished  by  the  contractors.  A  PEACE  ZE3EA  Data  Management 
Plan  will  be  submitted  for  IIA?  approval  after  implementation 
of  the  LOAs. 

9.  AFLC  MANAGEMENT / TPA  V£L ,  CASE  IP.-D-STK3. 

This  case  provides  for  travel  expenditures  and  dedicated 
management  by  all  DCD  agencies  in  the  support  of  those 
portions  of  the  Iranian  E-I6  program  under  cognisance  of 
AFLC.  Duration  of  this  case  is  for  a  three  year  period 
(1  May  1977  through  30  April  1980).  An  amendment  to  the 
case  will  be  appropriately  submitted  for  the  remainder 
of  the  PFACb  ZS3EA  Program  during  early  1980.  Examples 
of  services  to  be  provided  are:  (1)  planning,  coordinating 
and  implementing  actions  required  to  integrate  PEA.CS  ZE3KA 
requirements  into  the  total  F-16  program,  (2)  monitoring 
case  status  and  insuring  any  problems  are  identified  in 
a  timely  manner  and  resolved,  (3)  providing  status  of  program 
and  problem  areas  to  appropriate  agencies  tor  information 
and  necessary  action,  (4)  preparing  and  implementing  unique 
procedures  required  to  prosecute  the  PEACE  ZE3HA  Program 
in  areas  such  as  coordinated  inspection  of  aggregated  lots 
of  spares  and  support  equipment,  airlift  of  spares  and 
support  equipment,  assist  in  conducting  and  determining 
frequency  of  program  reviews  ,  integration  of  PEACE  ZE3P.A 
support  with  the  IEAF  logistics  system,  phase  in/phase  cut 
of  contractor  support  efforts  in  Iran,  and  integrate  the 
engine  management  data  collection  system  into  IIAF  logistics 
system.  The  numbers  ox  dedicated  personnel  are  estimates 
and  subject  to  modification.  The  services  identified  are 
not  all  inclusive  and  may  be  expanded  or  reduced  depending 
on  program  developments.  Numbers  of  personnel,  by  location, 
and  services  are  estimated  as  follows: 

Location  Title  Quantity 

AFALD/MI  Logistics/Supply  Manager  2 

AFALD  F-16  Deputy 
Program  Manager  for 

Logistics  (DPML)  Program  Manager  1 
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Ogden  ALC 

System  Logistics  Specialist 

2 

Ogden  ALC 

Item  Manager/Supply 

Specialis  t 

l 

Ogden  ALC 

Transportation/Logiscics 

Specialist 

2 

Other  ALCs 

Logistics  Specialist 

2 

NOTE :  The 
rendered. 

IIAF  will  be  charged  only  for  actual  se 

tv  i  c  e  s 

10.  AFSC  MANAGEIENT/ TRAVEL ,  CASS  IR-D-STL 

This  case  provides  for  travel  expenditures  and  dedicated 
management  by  all  COD  agencies  in  the  support  of  those 
portions  of  the  Iranian  F-16  program  under  cognizance  of 
AFSC.  Duration  of  this  case  is  for  a  three  year  period 
(1  May  1977  through  30  April  1930) .  An  amendment  to  the 
case  will  be  appropriately  submitted  for  the  remainder 
of  the  PEA.CS  ZEBRA  Program  during  early  19  80.  The  AlFSC 
System  Program  Office  (SPO)  will  manage  the  overall  system 
acquisition  by  insuring  adequate  communications  and  coo: — 
dination  among  all  responsible  agencies  and  organizations . 
The  primary  objective  of  the  Program  Office  in  support 
of  PEACS  ZE3RA  is  the  management  of  resources  to  insure 
specified  performance  characteristics  and  scheduled  avail¬ 
ability  at  optimum  purchase  price  of  the  following  items: 

a.  Aircraft 

b.  Developmental  support  equipment 

c.  AFSC  associated  technical  dac a  and  publications 

Funding  will  cover  the  following  positions  and  accompanying 
descriptions : 


Quantity  Title 


2  Progran  Manager 

1  Logistics  Manager 

2  Logistics 
Technicians 

1  Contracting  Officer 

1  3uyer 

2  Financial  Manager 

1  Cost  Analyst 

1  Program  Analyst 


Description 


Coordinates  overall  PEACE 
ZEBRA  activities  within  the 
AFSC/SPO  areas  of  responsibility 

Manages  logistics  related 
aspects  of  PEACE  ZEBRA 
■within  the  SrO  and  inter¬ 
faces  with  AFLC. 

Responsible  for  PEACE  ZE3EA 
peculiar  support  requirements. 

Responsible  for  contracting 
for  aircraft  and  contractor 
furnished  equipment. 

Responsible  for  implementing 
contracting  actions  directed 
by  the  contracting  officer. 

Responsible  for  case  status 
accounting  of  AFSC  assigned 
cases . 

Responsible  f  r  cost  esti¬ 
mating  AFSC/PEACE  ZEBRA 
progran  requirements. 

Responsible  for  cost  schedule 
contract  system  criteria 
(CSCSC)  tracking  for  PEACE  ZE3RA. 
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1 


Plans  and  Documenta¬ 
tion  Manager 


Responsible  for  maintaining 
PEACE  ZEBRA  requirener.es 
within  F-16  planning  documents. 


1  Chief  Engineer  Responsible  for  overall  en¬ 

gineering  efforts  associated 
with  PEACE  ZEBRA. 

1  Configuration  Manager  Tracks  and  controls  PEACE  ZE3RA 

configurations  through  the 
Engineering  Change  Proposal 
(ECP)  process. 

Defines  and  updates  PEACE  ZE3RA 
data  and  publications  require¬ 
ments  . 

Plans  specific  PEACE  ZEBRA 
test  requirements  and  inte¬ 
grates  these  with  total  F-16 
requirements. 

Responsible  for  overall  F-100 
engine  integration  effort  in 
the  PEACE  ZE3RA  Program. 

NOTE:  The  IIAF  will  be  charged  only  for  actual  services 
rendered. 

11.  WEAPON  STSTEM  LOGISTICS  ADVISOR  (VSLA) .  CASE  IR-D-STM 

a.  This  case  provides  for  VSLAs  (two) ,  who  are  direct 
representatives  of  the  Air  Force  Logistics  Command  (AFLC) 
located  at  the  IIAF  Headquarters,  and  who  will  serve  as  a 
direct  link  with  AFLC  agencies  in  the  resolution  of  logis¬ 
tical  support  integration  problems  within  the  IIAF.  The 
VSLAs  are  the  point  of  contact  for  AFLC  assigned  responsi¬ 
bilities  relating  to  weapon  and  support  systems.  It  is  the 
responsibility  of  each  VS LA  to  assist  in  accomplishing 
functions  which  include  but  are  not  limited  to: 

(1)  Responses  to  all  F-16  logistics  problems  en¬ 
countered  by  the  country. 

(2)  Recommend  problem  solutions  that  are  within 
the  parameters  of  USAF  regulations  ar.d  AFLC  procedures. 

(3)  Assist  in  review  of  Stock  levels  to  assure 
that  sufficient  stock  is  available  to  support  the  assigned 
weapon  and  support  systems  to  the  degree  required. 

(4)  Assist  the  organization  Co  which  assigned 

in  the  correct  interpretation  of  the  weapon  system  concept 
and  operating  procedures. 

(5)  Accomplish  follow-up  action  to  resolve  any 
pending  or  existing  problems  which  involve  logistics  support 
of  the  assigned  weapon  system. 

(6)  Provide  logistics  support  assessment  reports 
to  the  host  organization  to  which  assigned. 

(7)  Provide  logistics  support  analysis  of  the  host 
organization  to  which  assigned  based  on  monthly  reports 
from  in-country  CETS  personnel. 

(8)  Assist  in  the  definition  of  proposed  ECPs  ar.d 
certification  of  kit  receipt  and  verification  of  concents. 

(9)  Coordinate  with  the  host  country  and  assist 
and/or  direct,  as  appropriate,  all  ALC  logistics  assistance 
teams  as  required. 


1  Data  Manager 


1  Test  Manager 


1  Engine  Manager 


(10)  Review  and/or  assise  in  preparation  of  crash 
damaged  condition  reports  as  required  by  in-country  personnel 

(11)  Periodically  review  MORS  procedures  with 
in-ccuntry  (base)  personnel  to  assure  the  timely  submission 
of  prioricy  requisitions  and  to  expedite  processing,  receipt, 
and  handling  of  priority  materiel. 

12.  RESIDENT  INTEGRATED  LOGISTICS  SUPPORT  ACTIVITT  (RILSA) , 
CASE  IR-3-STM3 

a.  This  case  provides  for  the  full  time  assignment 
of  two  APEC  logisticians  (1-1630-CS-ll ,  1-2010-GS-ll)  ar.d 
two  AELC  clerks  (301-GS-4,  local  hire)  at  General  Dynamics/ 
Fort  "forth,  Texas  for  a  period  of  24  months  beginning  ap¬ 
proximately  the  fourth  quarter  of  Fiscal  Tear  1977.  The 
basic  function  of  the  R1LSA  are  separated  into  two  p  ■  im.ary 
operations  of  RPT  and  MIT  (Resident  Provisioning  Team,  and 
Maintenance  Improvement  Team).  The  basic  operations  of 
these  two  functions  are  iterated  below: 

(1)  The  RPT  will: 

(a)  Participate  with  the  contractor  in  develop¬ 
ment  of  Optimum  Repair  level  Analysis  (ORLA)  to  insure 
adequacy  and  validity. 

(b)  Review  Supplementary  Provisioning  Technical 
Data  DI-V-7C0  submitted  by  the  contractor  for  accuracy 

and  validity.  Insure  that  technical  data  are  adequate  for 
initial  logistics  support  to  satisfy  the  requirements  for 
cataloging/ standardisation,  and  interchangeability  functions. 
Insure  technical  data  are  adequate  to  develop  full  descrip¬ 
tive  item  identifications ,  including  the  iten(s)  physical, 
electrical,  mechanical,  and  dimensional  characteristics. 

(c)  Approve/assigr.  Source,  Maintenance  Recovera 
bility  Codes,  ar.d  quantities  on  ail  items  with  the  assistance 
of  the  Recoverable  Item  Inventory  Manager  (RUM)  ALC  when 
applicable. 

(d)  Accomplish  required  cataloging  tasks. 

Review  the  quantity  of  spare/repair  parts  required  in  ac¬ 
cordance  with  AELCR  57-72,  Determination  of  Requirements 
and  AELC?  57-13  Mod-Metric.  Approve  and/or  adjust  contra¬ 
ctor  computed  quantities  on  items  coded  "?"  when  AELCR. 

57-27  and/or  AELC?  57-13  do  not  establish  a  computed  quantity 

(e)  Compute  the  quantity  for  all  spare/repair 
parts  required  for  support  of  the  E-16  aircraft  excluding 
government  furnished  repair  parts. 

(f)  Assist  the  AEPRO  to  negotiate  delivery 
schedules  on  items  for  which  the  tentative  delivery  schedule 
has  been  changed. 

(g)  Schedule  provisioning  meetings  with  RIIM 
ALC  as  required. 

(2)  The  MIT  has  responsibility  similar  to  that 

of  a  Technical  Services  3ranch  in  a  System  Manager  environ¬ 
ment.  The  maintenance  technician's  responsibilities  include 
the  following: 

(a)  Maintain  awareness  of  all  warranty  actions 
pertaining  to  RIV/RI'J  MT3F  First  Line  Units  (FLl's)  at 
contractor  or  vendor  facilities  in  the  event  RIW  is  offered 
and  accepced  after  being  made  available  for  FMS. 
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(S)  Participate  with  the  Corrosion  Prevention 
Advisor;/  3oard  on-sice  review  of  system  production  corrosion 
control  practices.  The  RILSA  will  also  review  Engineering 
Change  Proposals  (ECPs)  for  impact  on  Integrated  Logistics 
Support  (ILS)  tasks  and  insure  that  the  contractor  has 
considered  all  areas.  This  team  v/ill  accomplish  all  aspects 
of  spares  provisioning  as  well  as  place  orders  with  the 
contractor  and  input  requirements  to  DCD  agencies  for  supply 
action. 

13.  CONTRACTOR  INTEGRATION  SERVICE,  CASE  IR-D-STP3 

a.  The  objectives  of  the  Contractor  Integration  Services 
(CIS)  activity  is  to  provide  the  following  types  of  support 
for  the  PEACE  ZE3RA  Program: 

(1)  Pacilities  Requirements  Definition  and  Coor¬ 
dination. 

(2)  Manpower  Requirements  Development. 

(3)  Support  Equipment  Documentation  and  Analysis. 

(4)  In-country  Liaison  for  the  PEACE  ZEBRA  Program 
in  general  and  the  above  tasks  in  particular. 

The  CIS  case  is  priced  to  include  activities  from  1  July 
1977  through  31  December  19  79.  The  facilities  and  in-cour.try 
liaison  activities  will  continue  beyond  chat,  but  are  assumed 
to  be  picked  up  m  the  Contractor  Maintenance  and  Supply 
Services  LOA.  The  manpower  and  support  equipment  activities 
end  in  late  1978. 

CIS  results  in  an  early  manning  by  General  Dynamics  during 
the  program  planning  and  initiation  phase  so  that  surprises 
and  unknowns  are  minimized  curing  introduction  of  the  F-1S 
in-country.  The  estimated  32  man-years  of  U.S.  based  ac¬ 
tivity  is  justified  cn  the  basis  of  savings  during  the 
initial  operation  of  the  F-16,  as  well  as  the  increased 
level  of  supportability  of  the  aircraft  cue  to  the  early 
CIS  involvement.  The  cost  of  this  case  includes  establishing 
and  maintaining  offices  in-councry  and  administrative  support 
in  the  U.S.  in  addition  to  the  manning  costs. 

b.  Pacilities .  A  major  problem  of  previous  weapon 
system  introductions  in-country  has  been  the  timely  availa¬ 
bility  of  adequate  base  facilities.  Serious  deficiencies 
related  to  facilities,  power,  air  conditioning,  heating, 
plumbing,  etc.,  have  been  noted.  It  is  clear  chat  all 
parties  --  the  IIAF,  USA?,  and  General  Dynamics  --  must 
approach  this  problem  early  and  with  adequate  effort. 

The  realization  of  adequate  base  facilities  is  the  product 
of  planning,  design,  and  implementation.  General  Dynamics 
plans  a  cadre  of  engineers  who  are  active  participants  in 
all  three  phases.  The  cadre  will  consist  of  six  people 
expert  in  different  technical  areas  related  to  facilities. 

Five  of  these  will  form  a  permanent  cadre  in- country  and  one 
engineer  will  be  located  in  the  U.S.  for  coordination  purposes. 

c.  Manrower .  A  critical  issue  in  the  PEACE  ZE3RA  P-16 
Program  is  the  availability  of  manpower  to  staff  the  in-country 
operations.  There  are  two  types  of  trained  manpower  required, 
PEACE  ZEBRA  personnel  and  contractor  personnel,  A  detailed 
plan  is  necessary  to: 

(1)  Identify  PEACE  ZEBRA  manpower  requirements. 

(2)  Identify  contractor  manpower  requirements 
(in-country) . 


139 


(3)  Detail  PEACE  ZEBRA  training  pipeline,  courses, 
and  schedules. 

(4)  Detail  contractor  personnel  acquisition,  courses, 
and  schedules. 

(5)  Phase  contractor  and  PEACE  ZEBRA  training 
programs  to  accommodate  in-country  aircraft  delivery  and 
base  activations. 


A  task  team  of  three  persons  will  be  assigned  to  develop 
manpower  requirements.  This  team  will  be  active  up  until 
the  time  of  initiation  of  the  actual  contractor  and  PEACE 
ZEBRA  training  programs  in  late  1973.  They  will  be  based 
in  the  U.S.  wich  extensive  temporary  duty  in-country. 

d.  In-count— -■  Liaison.  A  cadre  of  General  Dynamics 
personnel  will  be  established  in-country  beginning  in  June 

1977.  The  CIS  will  establish  two  offices,  one  in  the  city 
of  the  IIAE  Headquarters  in  June  1977,  and  the  other  in 
the  city  located  "near  the  first  operating  base  in  early 

1978.  During  the  CIS  time  period,  most  General  Dynamics 
personnel  will  be  permanent!..'  located  in  che  city  of  the 
IIAF  Headquarters,  and  Che  office  at  the  first  operating 
base  will  be  used  primarily  as  a  base  of  operations  during 
temporary  duty. 

The  in-country  liaison  office  will  consist  of  five  relocated 
General  Dynamics  employees.  Local  hires  will  be  provided 
in  a  supporting  role  as  required.  The  relocated  people 
will  be  concerned  with  general  program  activities,  base 
activation,  logistics  support,  and  the  advance  planning 
for  introduction  of  General  Dynamics  maintenance  and  supply 
technicians  into  the  country  for  support  of  che  aircraft. 

14.  CONTRACTOR  ENGINEERING  TECHNICAL  SERVICES  (CETS) , 

CASE  IR-3-STR3 

a.  This  case  provides  for  contractor  technical  assis¬ 
tance  requirement  as  defined  in  accordance  with  AEM  400-3. 

b.  CETS  can  be  provided  for  any  system/ subsystem  rela¬ 
tive  to  the  7-16  weapon  system.  Recommenced  CETS  for  each 
of  che  three  operational  locations  are  listed  by  general 
category  and  quantity.  Price  includes  manning  for  all  three 
locations . 


Engine  2  each 
Engine  Accessories  1  each 
Avionics/Eire  Control  2  each 
Comm/Navigation  2  each 
Airframe  General  1  each 
Penetration  Aids  1  each 
Armament  1  each 
Automatic  Pilot  1  each 
Inertial  Navigation  1  each 
Electronic  Support  Equip  1  each 


CETS  personnel  should  arrive  three  months  prior  to  activation 
of  each  location.  Period  of  coverage  will  be  two  years 
from  cime  of  arrival.  Eollow-on  coverage  will  be  through 
the  open-end  CETS  case. 

15.  QUALITY  ASSURANCE,  CASE  IR-D-STS3 

This  case  provides  funding  for  the  PEACE  ZEBRA  pro  rata 
share  of  the  total  r-16  quality  assur.-r.ee  costs.  Approxi¬ 
mately  500,000  nan  hours  are  estimated  to  be  required  for 
the  quality  assurance  of  150  aircraft  plus  related  contractor 
and  government  furnished  equipment  (CEE,  GEE). 
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16.  COMPONENT  IMPROVEMENT  PROGRAM  (Cl?)  ,  CASE  IR-D-STT2 


a.  This  case  provides  for  the  COl  pro  rata  share  par¬ 
ticipation  in  the  F100  engine  Cl?. 

b.  The  Cl?  is  a  USAF  managed  continuing  engineering 
program  funded  as  part  of  the  F-100  engineering  effort. 

This  program  provides  for  the  improvement  in  design  of  any 
component  of  the  engine  to  correct  flight  safety  iteits , 
reduce  cose,  increase  reliability,  durability,  ar.d  main¬ 
tainability  of  the  engine,  correction  of  service  reported 
problems,  extension  of  engine  maturity,  and  improvement 
of  repair  and  overhaul  procedures.  The  Cl?  does  not  provide 
for  increased  performance  (e.g.,  increased  thrust,  reduced 
specific  fuel  consumption) ,  or  for  the  development  of  growth 
models  of  the  engine,  or  for  hardware  associated  with  correc¬ 
tion  of  deficiencies.  The  effectiveness  of  che  Cl?  is  de¬ 
pendent  upon  active  country  participation  to  include  iden¬ 
tification  and  reporting  of  in-service  problems,  acceptance 
and  implementation  of  resulting  improvements,  and  atten¬ 
dance  at  periodic  reviews  both  in- country  and  in  the  CONUS. 

e.  The  cost  of  the  F-1C0  Cl?  is  borne  by  users  of  the 
F-100  engine.  Individual  user  cost  is  based  on  a  ratio 
of  the  user's  engine  inventory  (installed  and  spares)  to 
the  total  F-100  engines  produced.  The  country  engine  in¬ 
ventory  is  defined  as  those  engines  which  have  been  accepted 
from  the  manufacturer  by  the  U.S.  Government  cn  behalf  of 
that  country  as  of  the  beginning  of  the  U.S.  fiscal  year 
being  funded.  In-country  delivery  is  not  a  criteria  for 
determining  engine  inventory.  The  annual  program  collar 
requirements  will  be  established  by  the  U.S.  Government 
after  review  of  service  reported  problems  and  progress  made 
towards  achieving  engine  maturity  goals.  Financial  and 
technical  participation  by  the  GOI  will  begin  in  the  U.S. 
fiscal  year  in  which  che  first  F-100  engine  for  Iranian 
aircraft  is  accepted  at  the  engine  contractor's  plant. 

The  country  will  be  billed  on  a  quarterly  basis  in  advance 
of  its  share  of  the  CIP. 

17 .  AIRCRAFT  STRUCTURAL  INTEGRITY  PROGRAM  (AST?) ,  CASE  IR-D-5TU3 

The  USAF  is  developing  an  ASI?  for  the  F-16,  the  scope  of 
which  is  not  fully  defined.  This  case  will  fund  the  ini¬ 
tial  inclusion  of  Iranian  F-15s  in  the  overall  F-16  ASX?. 

When  F-16  ASI?  is  defined  and  the  total  funding  require¬ 
ments  for  Iran  are  known,  this  case  will  be  amended  to 
provide  ASI?  for  PEACE  ZE3RA  through  the  acquisition  phase. 

18.  MAINTENANCE  DATA  COLLECTION  SYSTEM,  CASE  IR-D-ST73 

This  case  is  to  provide  for  che  initial  exploration  of 
alternatives  and  information  gathering  necessary  to  prepare 
an  optimum  system  description,  including  its  interfaces 
with  che  standard  USAF  base/cepot  level  systems.  Of  para¬ 
mount  consideration  in  this  evaluation  will  be  the  recogni¬ 
tion  of  the  IIAF's  present  investment  in  computer  hardware. 

The  conclusion  of  this  effort  will  be  a  definitized  case 
to  accomplish  the  overall  objective  of  a  MDCS  compatible 
with  the  USAF's  system.  This  effort  will  include: 

a.  Evaluation  of  the  two  most  obvious  alternatives: 

(1)  Conversion  of  the  standard  USAF  base  level 
automated  systems,  the  Maintenance  Data  Collection  System 
and  che  Maintenance  Management  Information  and  Control  System 
(which  are  presently  mechanized  on  Burroughs  33500  computers) 
to  the  Honeywell  6000  series  corouter  presently  used  by 
the  IIAF. 
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ADDITIONAL  TERMS  AND  CONDITIONS 
(GENERAL) 


1.  To  meet  the  Required  Availability  Dace  (RAD)  (RAD  is 

six  months  prior  to  first  aircraft  delivery  to  each  squadron) , 
the  Covemccr.t  of  Iran  (.GOI)  authorises  the  USAF  to  enter 
inco  sole  source  procurement  contracts  '-hen  it  is  deter¬ 
mined  necessary. 

2.  The  COI  recognizes  that,  due  to  early  procurement  com¬ 
mitments  to  aircraft  spares,  some  obsolescence  may  occur 
for  those  spares  ordered  as  a  result  of  aircraft  changes 

made  curing  the  latter  stages  of  aircraft  Eull  Scale  Development 
(FSD) . 

3.  Any  I'SG/L’SAF  support  and/or  commitments  to  this  program 
will  be  provided  on  a  noninterference  basis  with  on-going 
USAF  r -16  programs . 

4.  Overseas  transportation  for  aggregated  aircraft  spares 
and  support  equipment  is  not  priced  in  this  program.  Arrange¬ 
ments  are  the  responsibility  or  the  purchaser. 

5.  Facilities  construction  (including  associated  archi¬ 
tectural  and  engineering  services)  will  be  the  responsi¬ 
bility  of  the  GOI.  Facilities  must  be  constructed  according 
to  IIAF  approved  contractor  specifications  and  be  completed 
in  time  to  accommodate  aircraft  and  associated  equipment 
deliveries . 

6.  The  following  items  have  not  been  included  in  this  LCA 
and  if  required  will  be  addressed  in  follow-on  LOAs  or 
appropriate  amendments. 

a.  Software  Maintenance  Management  and  Modifications: 

Costs  of  modifying  or  updating  avionics  and  associated 
Avionics  Intermediate  Shop  software. 

b.  ASI?  and  MECS:  Cases  IR-D-STD  and  IR-D-STV  include 
initial  program  costs  only  and  cay  require  amending  or 
follow-on  LOAs  for  complete  program  funding. 

c.  Reliability  Improvement  'Warranty  (RIW)  :  RIW  will 
provide  incentives  to  the  contractor  to  design  production 
installed  items  to  preclude  high  failure  rates  and  insure 
the  customer  againsc  high  failure  repair  costs.  As  the 
program  requires  further  definitization  it  car.  not  be  offered 
at  this  time. 

d.  Trainer  Flight  Simulator  (TFS)  :  Definitization 
of  the  TFS  has  not  been  completed  by  the  L'SAF.  GOI  cay 
review  their  requirements  after  definitization  and  if  desired, 
forward  a  request  for  the  TFS  to  be  processed  under  a 
separate  LOA. 

e.  Aircraft  Delivery:  Transportation  of  aircraft  to 
Iran  is  not  covered  in  this  LOA  and  must  be  arranged  sep¬ 
arately  through  FMS ,  commercial,  or  organic  means  after 
the  purchaser  seleccs  the  desired  method  of  delivery. 

7.  Transfer  of  funds  between  PEACE  ZE3RA  cases  is  author¬ 
ized  to  preclude  unnecessary  administration  and/or  transfer 
of  funds  between  u'SG/GQI. 

8.  Provisions  for  GFE/CFE,  S3E,  and  initial  spares  are 
priced  and  will  be  provided  on  the  basis  of  using  available 
serviceable  assets  (new  or  used).  Doth  the  USAF  and  the 
IIAF  will  share  proportionately  in  'these  assets  (the  IIAF 
may  inspect  these  assets  at  the  point  of  aggregation  prior 
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Co  shipment  to  Iran).  Provisioning  solely  cn  Che  basis  of 
new  and  unused  equipment  could  result  in  significant  price 
increases  and  probable  production  delays.  Therefore,  the 
new  and  unused  requirement  does  noc  apply  to  this  LCA, 
however,  new  and  unused  assets  will  be  provided  where  avail¬ 
able  and  practical. 

9.  A  two  percent  adrainiscracive  charge  has  been  added 
to  the  estimate  to  cover  an  appropriate  portion  of  USG 
costs  of  managing  and  administering  the  program.  This 
includes  costs  for  ocher  chan  direct  support  civilian  and 
military  personnel,  daca  processing,  printing  of  TMS  reports, 
audits,  financial  management,  administration  of  logiscics 
and  training  support,  communications,  utilities,  office 
space  and  office  supplies,  CONUS  contract  administration, 
and  other  administrative  efforts.  excluded  are  salaries 

and  travel  expenses  charged  directly  to  TMS  cases  such 
as  PEACE  ZE3RA  dedicated  AFSC/AFLC  System  Acquisition 
Management.  Contractor  Engineering  Technical  Services, 

Weapon  System  Logistics  Advisor,  Engineering  and  Provisioning 
Services,  -ULSA,  Quality  Assurance,  CIP,  ASIP,  MDCS,  Travel 
Outside  the  CCNX'S ,  contract  administration  in  Iran,  and 
training. 

10.  Successful  program  management  will  also  depend  on 
the  timely  establishment  of  the  Program  Management  Office 

in  Iran  as  outlined  in  Annex  D  of  the  Weapon  System  Planning 
Team  Visit  Report. 

11.  Cases  IE.-D-STC,  STD,  STE,  and  STT  have  been  structured 
according  to  planning  factors  approximating  those  for  the 
USAF  i-16  program.  Support  has  been  considered  for  a  period 
of  one  year  at  the  initial  PEACE  ZE3RA  base  activation  site. 
Total  initial  program  support  will  be  contingent  upon  the 
GOI's  acceptance  of  a  subsequent  LOA  by  1  September  1977 
which  will  identify  total  initial  PEACE  ZEBRA  Program  require¬ 
ments  . 
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ADDITIONAL  TERMS  AND  CONDITIONS 
TRANSPORTATION  SERVICES 


1.  USG  agrees  to  provide  transportation  services  for  the 
items  identified  on  the  face  of  this  Letter  of  Offer  to  the 
Point  of  Delivery.  Purchaser  property  will  be  transported 
at  Purchaser's  risk. 

2.  Purchaser  will  accept  USAF  delivery  listings  as  the 
basis  for  billing  and  proof  of  shipment. 

3.  Purchaser  will  accept  responsibility  for  clearance  of 
material  through  its  customs  at  the  point  of  debarkation, 
and  for  movement  of  the  material  from  its  port  of  debarka¬ 
tion  to  the  ultimate  in-country  destination. 

4.  Purchaser  will  appoint  a  duly  authorized  official  to 
accept  and  sign  for  material  at  the  port  of  debarkation,  and 
submit  outrun  message  and  report. 

5.  Purchaser  will  absorb  losses  of  material  the  USAF  does 
not  in  fact  recover  from  an  independent  carrier  or  handler, 
including  where  the  USAF  is  self-insured. 

6.  Purchaser  will  self-insure  such  shipments,  or  obtain 
commercial  insurance  without  any  right  of  subrogation  of 
any  claim  against  the  United  States. 

7.  The  USG  will  assist  the  purchaser  in  processing  any 
claims  that  may  arise  for  lost  or  damaged  shipments,  in  the 
same  manner  it  processes  claims  for  U.S.  Government-owned 
material.  Collection  of  revenue,  if  any,  resulting  from 
approved  claims  will  be  credited  to  the  purchaser's  account. 
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ADDITIONAL  CONDITIONS  FOR  MATERIEL 


1.  Packing,  Handling,  and  Crating  (PHSC)  will  be  charged 
only  for  those  items  shipped  from  Department  of  Defense 
facilities.  For  items  havinq  a  unit  cost  of  $10,000  or 
over,  only  the  actual  cost  of  PHSC  will  be  charged.  In 
no  event  will  PHSC  be  charged  an  items  shipped  from  con¬ 
tractor's  facilities,  when  the  source  of  supply  changes, 
the  purchaser  agrees  to  an  automatic  adjustment  of  acces¬ 
sorial  charges. 

2.  When  parcel  post  shipments  are  made,  the  purchaser 
agrees  that  the  charge,  specified  in  the  latest  Department 
of  Defense  directive,  will  be  additive. 

3.  When  the  point  of  delivery  changes  and/or  the  trans¬ 
portation  responsibility  changes,  the  purchaser  agrees  to 
an  automatic  adjustment  of  charges  and  a  change  of  place 
to  title  passage,  if  appropriate. 

4.  When  staging  is  established  fot  the  benefit  of  the 
purchaser  (not  already  included  in  the  offer) ,  the  pur¬ 
chaser  agrees  to  automatic  application  of  a  staging  charge, 
specified  in  the  latest  Department  of  Defense  directive. 
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ADDITIONAL  TERMS  .AND  CONDITIONS 
(FINANCIAL) 


1.  At  the  request  of  the  Iranian  Government  the  estimated 
dollar  amounts  on  this  Letter  of  Offer  and  Acceptance  (1CA) 
are  m  FT  75  constant  dollars.  The  estimated  total  program 
cost  as  shewn  on  line  15  of  the  LOA  does  tot  account  for 
any  program  cost  growth  due  co  inflation  in  the  U.S.  and 
Europe.  _  These  FT  75  dollars  will  be  converted  co  then  year 
dollar  rorecascs  for  purposes  of  USG  obligation/contractual 
authority.  Payments  required  will  be  based  on  actual 

USAr  costs  incurred  on  benair  of  the  Iranian  Government. 

2.  At  the  request  of  the  Iranian  Government,  the  Indices 
provided  are  the  'JSAF  F-16  program  indices  which  incorporate 
the  Ofrice  of  the  Secretary  of  Defense  (OSD)  published 
indices  tor  FT  31  and  beyond.  The  OSD  indices  reflect  an 
approximate  escalation  rate  of  four  percenc  per  year  and 
may  understate  the  escalation  rate  for  this  program.  The 
USAF  F-16  program  indices  do  not  incorporate  escalation 

for  the  157.  of  the  program  coproduction  by  the  European 
Participating  Governments  (E?G) . 

USAF  Program  Indices 

FT  77  1.190 

78  1.288 

79  1.403 

80  1.514 

81  1.532 

32  1.645 

83  1.711 

3.  The  case  values  below  are  then  year  values  based  on 

USAF  program  indices  listed  in  paragraph  2  above.  Asterisked 
cases  are  in  target  prices,  ail  others’ are  best  estimates. 
Gbligation/contractual  authority  will  be  based  on  those 
values : 


Case  Designator 

IR-D-ST30  * 

IR-D-STC0  * 

XR-D-STB3 

IR-D-STE0  * 

IR-D-STF0  * 

IR-D-STG3  * 

IR-D-STK3 

IR-D-STJ0  * 

IR-D-STK3 

IR-D-STL3 

IR-D-S7M3 

IR-D-STN3 

IR-D-STP3  * 

IR-D-STR0 

IR-D-STS3 

IR-D-STT2 

IR-D-STU0 

IR-D-ST/0 

IR-D-STN0 

IR-D-STX3 

IR-D-STT0 


Then  Tear  (S  millions) 

$111. A 

29.4 

8. B 

50.2 

38.9 

17.5 
.060 

36.7 

1.3 

1.6 

.5 

.2 

7.1 

6.8 

10.9 

5.3 

2.0 

.023 

.050 

.030 

44,1 

$372,063 


4.  The  payment  schedule  in  attachment  6  reflects  a  cumula¬ 
tive  then  year  LCA  value  based  on  the  USAF  F-16  program 
escalation.  Any  increased  case  values  due  to  escalation 
beyond  that  depicted  by  the  program  rate  escalation  or 
increases  for  EPG  coproduction  will  result  in  revision  of 
the  payment  schedule.  In  addition,  the  payment  schedule 
will  be  reviewed  annually  and  revised  as  necessary  to 
reflect  any  changes  in  forecasted  payment  requircmer.es. 
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PAYMENT  SCHEDULE 
E-15  SUPPORT  CASES 
PEACE  0E3PA 


(DCLLAHS  IM  MILLIONS) 


PAYMENT  DUE 

With  Acceptance 

Jul  77 

Cct  77 

Jan  73 

Apr  73 

Jul  73 

Cct  73 

Jan  79 

Apr  79 

Jul  79 

Oct  79 

Jan  30 

Apr  30 

JuX  30 

Cct  30 

Jan  31 

Apr  31 

Jul  31 

Oct  31 

Jan  32 

A?  32 


'"'UARTEPLY  PAYMEU'" 

2 . 3 

3.4 
21.  S 
15.0 
31.0 

33.5 
31.2 

26.5 

27.7 

26.7 
26.0 
24.0 
21.0 

13.5 
16.0 
14.0 

11.7 
9.3 
7.0 

5 . 5 

3.5 


CUMULATIVE 
2.3 
'  n  7 

32.3 

.  7 
'3  .  3 
116.? 

143.1 

171.5 
3  02  .3 
229.0 
255.0 
279.0 
300.0 

313.5 

334.5 

343.5 

360.2 
370.0 
377.0 

332.5 
336.0 
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PAYMENT  DUE 


QUARTERLY  PAYMENT 


CUMULATIVE 


Jul 

82 

2.9 

388.9 

oct 

82 

1 . 5 

390.4 

Jan 

83 

1.2 

391.6 

Apr 

83 

.  6 

392.2 

NOTE:  This  payment  schedule  reflects  estimated  cash 

required  in  the  PEACE  ZEBRA  F-16  support  cases  air¬ 
craft  Letter  of  Offer  and  Acceptance  (LOA) .  Any  pay¬ 
ments  made  to  the  Air  Force  Accounting  and  Finance 
Center/Security  Assistance  Accounting  Center  (AFAFC/ 
SAAC)  based  on  the  PEACE  ZEBRA  Letter  of  Intent  will 
be  applied  as  credits  to  subsequent  billings.  This 
schedule  will  be  reviewed  annually  during  the  life  of 
this  LOA.  Requests  for  payment  (DD  Form  645)  will  be 
based  on  actual  USAF  costs  and  contractor  requests 
for  progress  payments. 
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